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Mthonjaneni  Local  Municipallty 

(Resistratlon  number  KZ  285) 

Annual  Flnancial  Sbitements  forthe  yearended  30  June  2015 

Accountlng  Officer's  Responsibilities  and  Approval 


The  accountlng  offcer  Is  requlred  by  the  Munidpal  Flnance  Management  Act  (Act  56  of  2003),  to  malntain  adequate 
acccunting  recorde  and  is  rasponslble  for  the  content  and  integrlty  of  the  annual  flnandal  statemente  and  related  finandal 
informatlon  Included  In  thla  raport  It  ia  the  reapondblllty  of  the  accounting  offlcer  to  eneure  that  the  annual  flnandal  atatements 
foirfy  present  the  state  of  affairs  of  the  munldpallfy  as  at  the  end  of  the  finandal  year  and  the  resuHs  of  its  operations  and  cash 
flows  for  the  period  then  ended.  The  extemai  auditors  are  engaged  to  express  an  independent  opinion  on  the  annual  flnandal 
statements  and  was  ghren  unrestricted  access  to  all  flnandal  recoids  and  related  data. 

The  annual  flnandal  statemenfs  have  been  prepared  in  accordance  with  Standardsof  Generally  Racognised  Accounting 
Pradlca  (GRAP)  Including  any  Hiterpretaflons,  guldelines  and  dlrectives  issuad  by  the  Accountlng  Standards  Board. 

The  ennual  flnandal  statements  are  baaed  upon  appropriate  acoounting  pollcies  conslstenfly  applied  and  supported  by 
reasonable  and  prudent  judgements  and  estimates. 

The  accountlng  officer  acknowledges  that  he  is  ulilmately  responsible  for  the  aystem  of  intemal  finandal  control  established  by 
the  munidpality  and  place  considerable  importance  on  maintalning  a  strong  contrd  environment.  To  enable  the  accounting 
offlcer  to  meet  these  responsibilities,  the  accounting  offlcer  sets  standards  for  intemal  corrtrol  aimed  at  redudng  the  risk  of 
erroror  deficH  in  a  cost  effoctlva  mannar.  The  standards  Indude  the  proper  detegation  of  responslbllltles  withln  a  cleariy 
defined  ffamework,  efiective  accounting  procsdures  and  adaquate  aagregatlon  of  dutles  to  ensure  an  acceptable  level  of  rlsk. 
These  controls  ane  monitored  throughoutthe  municlpallty  and  all  employees  are  requlred  to  maintain  the  hlghest  ethlcal 
standards  in  ensuring  the  munidpallty’s  business  is  conducted  in  a  manner  that  in  all  reasonable  ctncumstances  is  above 
reproach.  The  focus  of  risk  management  ln  the  munidpallty  is  on  identifying,  assessing,  managing  and  monitoring  all  known 
forms  of  tisk  across  the  munlclpellty.  While  operating  risk  cannot  be  fully  eliminated,  the  munldpallty  endeavours  to  mlnbnlse  it 
by  ensuring  thatappropriata  Inffastructure,  controls,  systems  and  ethical  behavlour  are  applied  and  managed  vrithin 
predetermfned  procedures  and  constraints. 

The  accountlng  officer  is  of  the  opinlon,  based  on  the  InformaUon  and  explanationa  glven  by  management,  that  the  system  of 
intemal  control  provides  reasonable  assuranoe  that  the  iinandal  records  may  be  relied  on  for  the  preparatlon  of  the  annual 
finarvsial  statements.  However,  any  system  of  intemal  finandal  control  can  provide  only  reasonable,  and  not  absolute, 
assurance  against  material  mlsstatament  or  deflclt. 

The  accounting  officer  has  reviewed  the  munidpality’&  cash  flow  forecast  for  the  year  ended  30  June  2015  and,  In  the  Hght  of 
this  review  and  the  current  financtal  posttlon,  ha  is  satisflad  that  the  municipality  has  or  has  access  to  adequate  resourcas  to 
contlnue  in  operatlonal  exlstence  for  the  foreseeable  foture. 

Although  fhe  aocounting  offlcer  are  primarily  responsible  for  the  flnandal  affalrs  of  the  munlclpadtty,  they  ere  supported  by  ihe 
municfoaiity'a  extemal  auditors. 

The  accounting  officer  certify  that  salaries,  allowances  and  banefits  of  CoundHors,  as  disclosed  in  note  25  of  these  annual 
flnansial  statemente  are  within  the  upperlimitsof  theframeworkenvisaged  in  SectIon219ofthe  Constttution,  read  with  the 
Remuneration  of  Public  Officer  Bearers  Act  and  the  Minister  of  Provindal  and  Local  Govemment's  determination  in  acoordance 
wlththlsAct. 

The  ennual  finandal  statements  aet  outon  pages  4  to  61,  which  have  been  prepaied  on  the  going  concem  basls,  ware 

2015  and  were  slgned  on  its  behalf  by: 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annuaf  Rhancfal  Statementsfbr  the  yearended  30  June  2015 


Statement  of  Financial  Position  as  at  30  June  2015 


Figures  in  Rand 

Note(s) 

2015 

2014 

Assets 

Current  Assets 

Inventorles 

9 

481  154 

620614 

Recelvables  from  non-exchange  IransBctions 

10 

15490036 

8077189 

VAT  raceivablB 

11 

239758 

793013 

Consumer  debtors 

12 

3711048 

2835  971 

Investments 

25870397 

Cash  and  cash  equfvalents 

13 

49259  099 

20266665 

69  181  095 

58  483849 

Non-Current  Assets 

Biologlcal  assets 

3 

2264  535 

3  971018 

Investment  property 

4 

2  408  420 

2449250 

Property,  plantand  equlpment 

5 

159720  128 

143860097 

Intanflible  assets 

6 

125  317 

159145 

Heritage  assets 

7 

589 

589 

164  518  989 

150440099 

Total  Assets  , 

233  700  084 

208  903  946 

LiabilHies 

Currant  Uabllitles 

Payables  from  exchange  transadions 

16 

4758333 

3710472 

Consumer  deposits 

17 

1  018942 

1016226 

Unspent  conditlortai  grants  and  reoelpts 

14 

295135 

- 

Provisions 

15 

485  857 

345  937 

6  558  067 

5072  635 

Non-Current  Liabiiities 

Employee  benefit  obi^adon 

6 

2  563  000 

2  298000 

Provislons 

15 

2  382  527 

4  615810 

4945  527 

6911  810 

Totai  Uabilities 

11  503  594 

11984445 

Net  Assets 

222  196  490 

196919  503 

Accumulated  surplus 

222  149354 

196919503 

4 


Mthonjanem  Local  Municlpality 

(Registratton  numberKZ285) 

Annual  Financlal  Statements  for  the  year  endad  30  June  2015 

Statement  of  Financial  Performance 

Ftgures  in  Rand _ 

Revenue 

Ravenue  fram  exchange  tnnsaetlona 
Servlce  charges 

Rental  offaciities  and  equlpment 
Licences  and  peimlts 
Other  Income 

Interest  receiwed  -  Inveetment _ 

Tetal  revenue  from  exchange  tranaacttone 

Revenue  from  non-exchange  trensactfone 

Taxatlon  revenua 

Property  rates 

Property  rates  -  penalties  imposed 

Traneter  ravenue 
Govemment  grants  &  subsidles 
Fines,  Penaltiesand  Forfelts 

Total  revenue  from  non-exchange  transactlons 
Total  ravenue 

Expendlture 
Employee  related  costs 
Remuneratfon  of  councillors 
Depreclatlon  and  amortisation 
Impairmerrt-loss/  Reversai  of  impalrments 
Repairs  and  maintenance 
Bulk  purchases 
Contracted  services 
Gsnsral  Expenses 

Total  expendltura 

Gain  on  disposal  of  assete  and  liabilities _ 

Surplusfbrtha  year 


Note(s)  2015 


2014 


20  20  576  708  19118537 

27  366  402  244721 

26  2  359  911  2441629 

22  4  911  115  1  463381 

28  2  901  295  4  209775 

31115431  27  478  043 


19  7  361564  6  978531 

19  678  305  527353 

21  53258865  47  292106 

18232  020  15  863762 

79  530  754  70681754 

18  110  646  185  98159797 


(23  722  047) 
(2  943509) 
(4  693  341) 
(2  409656) 
(2  765  840) 
(18194021) 
(2  366  269) 
(28  274  579) 


(85369  262) 


(19649413) 
(2843194) 
(3  072  835) 
(1  767  654) 
(2114894) 
(16  887374) 
(4  040942) 
(35  859  537) 
(86  235  843) 
43396 


25  276923  11967  350 


Mthonjaneni  Local  Municipality 

(RegistralBQn  number  KZ  285} 

Annual  Financial  Statements  for  the  year  ended  30  June  2015 


Statement  of  Changes  in  Net  Assets 


Flgures  in  Rand 

Accumulated 

surplus 

Total  net 
assets 

Opening  balance  as  prevlously  reported 

176  029  552 

176  029552 

Adjustments 

Prior  year  adjustments 

8  918946 

8918948 

Balanee  at  01  July  2013  as  restated* 

184  948  SOO 

184  948  500 

Changss  En  net  assets 

Surplus  forthe  year 

11  967  350 

11  967  350 

Total  changes 

11  967  350 

11  967  350 

Balanee  at  01  July  2014 

196  915  850 

196915850 

Changes  In  net  assets 

Surplusfbrtheyear 

25  276  923 

25  276923 

Total  changes 

25  276  923 

25  276  923 

Balance  at  30  June  2015 

222  192  773 

222192  773 

Note(s) 
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Mthonjanenl  Local  Municlpallty 

(Registratton  number  KZ  286) 

Annual  Flnancial  Stataments  for  the  year  ended  30  June  2015 


Cash  Flow  Statement 


Figures  |n  Rand 

Note(s) 

2015 

2014 

Cash  flowa  from  oporatlng  actlvtflss 

Reosipts 

Taxation 

Sale  of  goods  and  services 

Grants 

Interest  inooms 

Other  receipts 

7185  093 
27  892  312 
65227  949 

2  901295 

31546536 
33  766256 

4  209775 
1028672 

103  206  649 

70  551  239 

Payments 

Employee  costs 

Suppllers 

(26  398  556) 
(52  604  233) 

(22492  60B) 
(39229790) 

(78  902  789) 

(61722  398) 

Nst  cash  flows  from  operatfng  acttvhles 

35 

24303  860 

8  828841 

Cash  flows  from  Investing  aetlvltles 

Purchase  of  property,  plant  and  equlpment 
Prbceeds  from  sale  of  property,  plant  and  equipment 
Purehase  of  other  Intangible  assete _ 

Nst  cash  flows  from  Investing  actlvltlee 


5  (21  181888)  (29  815358) 

5  .  208483 

6  _  (139610) 

(21 181  888)  (29  746  485) 


Cash  flows  from  flnaneing  actlvfties 

Movement  in  consumer  deposits  -  13988 


Net  lncrease/{decrease)  In  cash  and  cash  equlvalsnts 
Cash  and  cash  equlvelents  at  the  beglnnlng  of  the  year 


Cash  snd  cash  equlvalents  at  the  end  of  the  year 


3121972  (20  903  658) 

46  137  063  67040  721 
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Mthonjanenl  Local  Municlpality 

(Reglstration  number  KZ  285) 

Annua!  Rnancial  Statements  fbr  the  year  ended  30  June  2015 


Statement  of  Comparison  of  Budget  and  Actual  Amounts 


Budgeton  Accnnl  Basis 

Appraved 

Adlustments 

Final  Budget  Actual  amounts 

Dfflerence 

budget 

oncomparable  between  flnal 

ba8te 

budgatand 

Rguresin  Rand 

actual 

Staterncnt  of  Flnandal  Parfbrmancs 

Rcvanua 

Ravmua  finom  aachango  twisaefions 
Sertfcechaiges 

20833278 

20  833  278 

20576706 

(256570) 

Rental  of  fadlltlss  and  aqdpment 

435880 

- 

435  850 

386402 

(69476) 

Ucences  and  psmilts 

3  344  032 

* 

3344032 

2359911 

(984121) 

Razcnlng 

15000 

- 

15000 

* 

(15000) 

Otherlncwne 

481080 

423  000 

904000 

4911  115 

4007035 

Interestrecelvad  •  Investment 

2  800  000 

2000  000 

2  901295 

101255 

Totel  revenue  from  exchsnge  transections 

27909270 

423000 

28332  270 

31 115431 

2783101 

Rovanue  from  non-exchange  trensactlOM 

Taxetion  ravenue 

Property  rstee 

9274169 

9  274 189 

7  361564 

(1512625) 

Property  retes  -  penaltlee  Impoeed 

475200 

159000 

634200 

678  305 

44105 

Tranefer  revenue 

Govamment  grente  &  subsidles 

53  554  000 

53  554  000 

53  258  585 

(295135) 

Flnes,  Psnsltles  and  ForieHs 

3  002  500 

14773253 

17  770  753 

18232020 

458267 

Totai  revenue  from  non-sxchonge 
transactfons 

66  305  899 

14932253 

81  235  142 

79  530  754 

(1707  388) 

Totel  revenuo 

94215159 

15355253 

109  570412 

110  646185 

1075773 

Expendlture 

Pereonnel 

(24487  662) 

(611  000) 

(25  099  962) 

(23  722  047) 

1376915 

RemunsrvHon  of  coundllors 

(2  750  669) 

(353000) 

(3103669) 

(2  943  509) 

150150 

Depredatioii  and  amorHsalion 

(3  300  000) 

(1394000) 

(4694000) 

(4  693341) 

689 

Impdmtent  toaal  Revereal  of  impalrments 

- 

(2409656) 

(2409656) 

(2409856) 

■ 

Repelra  snd  malntenance 

(2  501310) 

(542000) 

(3043310) 

(2  765840) 

277470 

Bulkpuichaeee 

(18667507) 

(176000) 

(19045507) 

(18194021) 

651  488 

Contraotad  Services 

(2746600) 

- 

(2  745  600) 

(2386269) 

379331 

Ganarel  Expenees 

(17  806952) 

(15031  344) 

(32635296) 

(28274579) 

4363717 

Totalexpendltum 

(72  260  000) 

(20519  000) 

(92779  000) 

05399262) 

7  409  738 

Surphre  before  taxatlon  21 956 189 

(5163  747) 

19791412 

25270923 

8485511 

Astusl  Amounton  Comparubls  Baals  aa  . 
Prewntad  In  the  Budget  and  Actual 
ComparatlvB  Statoment 

21  955 159 

(5163747) 

16791412 

25276923 

8455511 

For  exptanetlons  of  variances  betwesn  ths  budget  and  actual  llgures  please  rsfer  to  note  44. 
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Mthonjaneni  Local  Municipality 

(Registration  numberKZ28S) 

Annual  Financial  Statemants  for  the  year  ended  30  June  201 S 
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Mthonjaneni  Local  Munlclpality 

(Registrrtion  numbsrKZ  285) 

Annual  Finandal  Statements  for  the  year  ended  30  June  2015 

Accounting  Policles 


1.  Praeentation  of  Annual  Flnsndal  Statoments 

The  atinual  finandal  atatements  have  been  prepared  In  accordance  wtth  the  Standarda  of  Generaly  Recognlsed  Acccunfing 
Pracllce  (GRAP),  lasued  by  the  Acoouniing  Standards  Boanl  h  accoidanca  wilh  Saction  122(3)  ofthe  Municipal  Financa 
Managamant  Act  (Act  56  af  2003). 

These  annual  flnanda!  statements  have  been  prepared  on  an  accmal  basis  of  accounting  and  are  in  accmdanca  with  hietorical 
cost  convention  as  the  basis  of  measuremant,  unlass  spedfied  otherwfse.  They  are  presented  ln  Soulh  African  Rand. 

A  summaiy  of  tha  slgnlficant  accounting  polides,  which  have  been  conslstentty  applied  In  the  preparatton  of  these  annual 
finandal  statements.  ara  dtacloeed  betow. 

These  accounttng  pdicies  are  constatent  wilh  the  previous  period. 

1.1  Presentation  currency 

These  annual  finandal  statements  are  preeented  in  South  African  Rand,  which  is  the  fundional  currency  of  the  munldpallty. 

U  Qolng  conoam  aasumptlon 

These  annual  flnandal  statements  have  been  prepared  based  on  the  expedalion  that  the  municipality  will  continue  to 
operate  as  a  going  concem  fbr  at  least  the  next  12  months. 

1.3  Blological  asaato 

The  entlty  recogntaas  a  biological  assets  or  agrlcultural  produce  when,  and  only  when: 

■  the  antity  corrtrols  the  asset  as  a  reault  of  past  events; 

■  It  ta  probable  that  future  economlc  banefits  or  service  potential  asBodated  with  the  aBset  will  flow  to  the 
munkapalHy;  and 

•  Ihe  fair  value  or  cost  of  the  asset  can  be  measured  reliabiy. 

Biological  assets  are  measured  at  theirfoir  value  less  costs  to  seil. 

The  falr  value  of  the  plne  plantationa  ta  based  on  the  comblned  fair  value  of  the  tand  and  ihe  plne  trees.  The  falr  value  of  the 
raw  land  and  land  toqjrovements  is  then  deducted  from  Ihe  comblned  fair  value  to  determlne  the  fair  valus  of  the  pine  trees. 

A  gain  or  loss  arising  on  initial  recognitton  of  biological  assets  or  agricultural  produce  at  falr  value  less  costs  to  seil  and  firom  a 
change  in  fair  value  less  costs  to  sell  of  a  biological  assets  ta  taduded  in  surplus  or  defidt  for  the  period  in  which  it  artses. 

1.4  Investment  praperty 

Investmant  property  ta  property  (larid  or  a  bulfdlng  -  or  part  of  a  bullding  -  or  both)  heid  to  eam  rentals  or  for  capltal  apprectatlon 
or  both,  rather  than  for 

•  usetathe  production  or  supply  cf  goodsorservicesorfbr 

•  admintatratlve  purposes,  or 

■  sale  in  the  ordinary  couree  of  operations. 

Owner-occupled  property  Is  property  held  for  use  In  the  production  or  supply  of  goods  or  services  or  for  administrative 
purposes. 

Investmsnt  property  Is  recognised  as  an  Bsset  when,  it  Is  probable  that  the  future  economlc  beneflia  or  service  potanflal  that 
are  associated  with  the  investment  property  will  flow  to  the  munidpaltty,  and  the  cost  or  fair  value  of  fhe  invastment  property 
can  be  measured  rellably. 

Investment  properiy  ta  inttlally  recognteed  at  cosL  Transaction  oosts  are  included  In  ihe  initial  maasurement. 

Where  investmant  property  Is  acquired  through  a  norvexehange  transaction,  its  cost  is  Its  fair  value  as  at  the  of 
acqulsltlon. 

Coets  include  coeto  incurred  initially  and  coste  incurred  subsequently  to  add  to,  orto  replace  a  part  of,  or  service  a  property.  If  a 
replacemerrt  part  is  recognised  in  the  cairying  amount  of  the  Investment  property,  ttie  canylng  amount  of  the  replaoed  part  is 
derecognised. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2015 

Accounting  Policies  


1 .4  Investment  property  (contlnued) 

Cost  model 

Investment  property  is  carried  at  cost  less  accumulated  depredatlon  and  any  accumulated  Impalrment  lossas. 

Depreciation  is  provided  to  writs  down  the  cost,  lsss  estimated  residual  value  by  equaf  installments  overthe  useful  llfe  of  the 
property,  which  is  as  follows: 

Itsm  Ussful  IHe 

Properiy  -  land  indefinlte 

Property  -  buildings  30  yeers 

Air-conditionera  15  years 

Investment  property  is  derecognised  on  disposal  or  when  the  investment  property  is  permanently  withdrawn  from  use  and  no 
future  economlc  beneflts  or  servlce  potentlal  are  expected  from  Its  dlsposal. 

Galns  or  losses  arislng  from  the  retiroment  or  disposal  of  investment  property  is  the  dlfference  between  Ihe  net  disposal 
proceeds  and  the  carrying  amount  of  the  asset  and  is  recognised  in  surplus  or.  deficit  in  the  period  of  retfrement  or  disposal. 

1.5  Property,  plant  and  equfpment 

Property,  plant  and  equipment  are  tangible  non-cunent  assets  (including  infiastructure  assets)  that  are  held  for  use  in  the 
production  or  supply  of  goods  or  servtcea,  rental  to  others,  or  for  administrative  purposes,  and  are  expected  to  be  used  during 
more  than  ons  reporiing  period. 

The  cost  of  an  item  of  property,  plant  and  equipment  is  recognised  as  an  assei  wnen: 

*  it  is  probable  that  future  economic  benefits  or  service  potential  associated  with  the  item  will  flow  to  the 
munidpality;  and 

•  the  oost  or  fair  value  of  the  item  can  be  measured  reliably. 

Property,  plant  and  equipment  is  initially  measured  at  cost. 

The  cost  of  an  item  of  property,  plant  and  equipment  is  the  purchase  price  and  other  costs  attributable  to  bring  the  asset  to  the 
locatlon  and  conditlon  necessary  fdr  It  to  be  capable  of  operatlng  in  the  manner  intended  by  management.  Trade  discounts  and 
rebates  are  deducted  in  arriving  at  ths  cost. 

Where  an  asset  is  acquired  through  a  non-exchange  transaction,  its  cost  is  its  fair  value  as  at  date  of  acquisition. 

Where  an  item  qf  property,  plant  and  equipment  is  acquired  in  exchange  for  a  non-monetary  assst  or  assets,  or  a  combinatlon 
of  assets  and  non-monetary  assets,  the  asset  acquired  is  initially  measured  at  fair  value  (the  cost).  If  the  acquired  item's  foir 
value  was  not  determlnable,  if  s  deemed  cost  is  the  canying  amount  of  the  asset(s)  glven  up. 

The  initial  estimate  of  the  costs  of  dlsmantling  and  removlng  the  item  and  rastoring  the  site  on  which  tt  is  located  is  also 
included  in  the  cost  of  property.plant  and  equipment,  where  the  enttty  is  obligated  to  incur  such  expenditure,  and  where  the 
obligation  arises  as  a  result  of  acqulring  the  asset  or  uslng  it  for  purposes  other  than  the  production  of  inventories. 

Recognition  of  costs  in  the  carrying  amount  of  an  item  of  property,  plarrt  and  equipment  ceases  when  the  ttem  is  in  the  location 
andcondttlon  necessary  for  rt  to  be  capabie  of  operatlng  in  the  manner  Intended  by  management. 

Major  spare  parts  and  stand  by  equipment  which  are  expected  to  be  used  for  more  than  one  period  are  included  in  property, 
'plant  and  equlpment.  In  addition,  spare  parts  and  stand  by  equipment  which  can  oniy  be  used  in  connection  with  an  ttem  of 
-  property,  plant  and  equipment  are  accounted  for  as  property,  plant  and  equipment. 

Major  inspection  costs  which  are  a  condition  of  continuing  use  of  an  item  of  property,  plantand  equipment  and  which  meetthe 
recognition  criteria  above  are  induded  as  a  replacement  In  the  cost  of  the  item  of  property,  plant  and  equipment  Any  remaining 
inspection  costs  from  the  previous  inspection  are  derecognised. 

Property,  plant  and  equipment  is  carried  atcost  less  accumulated  depredafion  and  any  impairment  losses.  Land  is  not 
depreciated  as  tt  is  deemed  to  have  an  indefinite  usefoi  IHe. 
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Mthonjaneni  Local  Munlcfpality 

(iRegistration  number  KZ  265) 

Annual  Financial  Statements  for  tiie  year  ended  30  June  201 5 

Accounting  Policies _ 


1 .5  Property,  plant  and  equipmant  (contlnued) 

Property,  plant  and  equlpment  ara  depredated  on  the  straight  lina  baela  overthair  expected  useful  livea  to  thelr  estlmated 
resldual  value. 

The  useful  lives  of  items  of  property,  plant  and  equipment  have  been  assesaed  as  follows: 


Item 

Land 

Average  useful  life 

•  Land 

Indafinite 

Bulldings 

•  Dwelings 

30  Years 

■  Car  ports 

15  Years 

■  Fence 

25  Years 

Plant  and  machinery 

•  Machlnery 

4  Years 

Furniture  and  fbdures 

•  Fumiture 

7  Yeare 

m . 

Stoves 

Motor  vehides 

•  PrivafeMoforvehicies 

7  Yeare 

■  Bakkies/  DouUe  cabs 

lOYears 

•  Trailers/TLB 

10  Years 

Office  Equlpmenf 

•  Computer  equipment 

10  Years 

IT  Equipment 

■  Computer  hardware 

6  Years 

•  .  IT  nstwork 

7  Years 

(nfrastructure 

•  Dwelllngs 

30  Yeare 

*  Bus  Shelters 

15  Years 

*  Transformers 

50  Yeare 

■  Cables 

45  Yaare 

•  Linss  overheads 

30Yeais 

■  Feeder  Panel 

40  Years 

*  Festive  Lights 

10  Yeare 

•  Asphalt  Paved  Roads 

20  Years 

■  Asphalt  Surface  Roads 

50  Yeara 

•  Unpaved  Roads 

30  Yeare 

■  Landfill  site 

50  Yeare 

Communlty 

•  Non  Residential  Butldlngs 

30  Yeare 

•  Cemetrias 

15  Yeare 

•  Cemetry  Parking 

30  Years 

Other  property,  piantand  equipment 

•  Stoves 

lOYsars 

*  Straetlights 

40  Yaars 

Other  equipment 

*  Advertising  equipments 

10  Yaars 

■  Trafflc  equipmente 

7  Years 

•  Speed  equipments 

6  Years 

Items  of  property,  plant  and  equipment  are  derecognlsed  when  the  asset  Is  disposed  of  or  when  there  are  no  forther  economic 
benefits  or  senice  potential  expecfed  from  the  use  or  disposal  of  the  asset. 

The  gain  or  loss  arising  from  the  derecognflion  of  an  item  of  pioperty,  plant  and  equipment  is  included  in  surplus  or  defidt  when 
the  Item  is  derecognlsed.  The  gain  or  loes  arfslng  from  the  derecognition  of  an  Item  of  property,  plant  and  equipment  ls 
determlned  as  Ihe  dtfference  between  the  net  disposal  praoeeds,  If  any,  and  the  carrying  amount  of  the  item. 
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Mthonjaneni  Local  Municipality 

(Reglstration  number  KZ  285) 

Annual  Finandat  Statements  for  the  year  ended  30  June  2015 

Accounting  Policies 


1.6  Intanglble  eseete 

An  asset  is  identifiable  if  It  eittier: 

•  Is  separable,  i.e.  is  capable  of  being  separated  or  dividecl  from  an  entity  and  sold,  transferred,  llcensed,  rented  or 
exchanged,  etther  individually  ortogetherwith  a  related  contract,  identifiable  assets  orliability,  regardless  of 
whether  the  entity  Intends  to  do  so;  or 

•  arises  from  binding  arrangements  (including  rights  firom  contracts),  regardless  of  whether  those  rights  are 
transferable  or  separable  from  the  municipality  orfrom  other  rights  and  obligations. 

A  binding  anrangement  describes  an  amangement  that  confers  slmllar  rights  and  obligations  on  the  parties  to  it  as  If  It  were  in 
the  form  of  s  contract. 

An  intangible  asset  is  recognised  when: 

•  It  is  probable  that  the  expected  future  economlc  benefits  or  service  potential  that  are  attributable  to  the  asset  will 
flow  to  the  municipality;  and 

•  the  cost  or  fair  vaiue  of  the  asset  can  be  measured  rslisbly. 

Where  an  intangible  asset  is  aoqulrsd  through  a  non-axchange  transaction,  its  initial  costat  the  date  of  acquisition  is  measured 
at  its  falr  value  as  at  that  date. 

Expenditure  on  research  (or  on  the  nesearch  phase  of  an  intsrnal  project)  is  recognised  as  an  expense  when  It  Is  incurred. 

An  intangible  hsset  arising  from  development  (orfrom  the  development  phase  of  an  intemal  project)  is  recognlsed  when; 

•  it  is  technicallyfeasible  to  complete  the  asset  so  that  it  will  be  avallable  for  use  or  sale. 

•  there  is  an  intention  to  complete  and  uss  or  sell  IL 

•  there  is  an  abilily  to  use  or  sell  it. 

■  it  will  generate  probable  future  eoonomlc  benefita  or  service  potential. 

■  there  are  avallable  technical,  financial  and  other  resouices  to  complete  the  development  and  to  use  or  sell  the 
asset. 

■  the  expenditureattributable  to  the  asset  during  Its  development  can  be  measured  reliably. 

Intanglble  assels  are  carried  at  cost  iess  any  accumulated  amorlisation  and  any  impairment  losses. 

An  intangibie  asset  is  regarded  as  having  an  indefinite  useful  Dfs  when,  based  on  all  relevant  factors,  there  Is  no  foreseeable 
limit  to  the  perlod  over which  the  asset  is  expected  to  generate  net  cash  inflows  or  service  potential.  Amortisation  is  not 
provlded  for  thase  intangible  assats,  but  they  are  tested  for  impairment  annually  and  whenever  there  is  an  indication  that  the 
asset  may  be  impaired.  For  all  other  intangible  assets  amortisatlon  Is  provided  on  a  straight  lins  basis  overthair  useful  life. 

The  amortlsation  period  and  the  amortisation  method  fbr  irrtangiɓle  assets  are  reviewed  at  each  reporting  date. 

Rsassessing  the  useful  life  of  an  intangible  asset  with  a  finite  useful  life  after  ft  was  dassified  as  indefinite  is  an  indicator  that 
the  asset  may.be  Impaired.  As  a  result  the  asset  Is  tested  for  impairment  and  the  remaining  carrying  amount  is  amortised  over 
Its  useful  life. 

Intemally  generated  brands,  masthaads,  publlshlng  tltles,  customer  lists  and  rtems  simiiar  tn  substance  are  not  recognised  as 
intangible  assets. 

Intemally  generated  goodwill  is  not  recognised  as  an  intangible  asset. 

Amortisation  is  provided  towrite  down  the  intangible  asaets,  on  a  straight  line  basis,  to  their  residual  values  as  follows: 

Item  Uaeful  llfe 

Licenses  lOYears 

Computarsoftware,  other  5  Yeare 

Intangible  assets  are  dereoognised: 

•  on  disposal;  or 

•  whan  no  future  eoonomic  benefits  or  service  potentlal  are  expected  from  its  use  or  disposal. 

The  gain  or  loss  is  the  dlfference  between  the  net  disposal  precseds,  if  any,  and  the  carrying  amount.  It  is  recognlsed  in 
surplus  or  deflcit  when  the  assat  is  derecognised. 
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1.7  Heritaoe  aeeeta 

Aeeets  are  teaources  controlled  by  an  munldpality  as  a  result  of  past  events  and  finom  which  futute  economlc  benefits  or 
servtce  potential  are  expected  to  flow  to  the  munldpallty. 

Carrying  amount  ts  the  amount  at  which  an  assat  Is  recognised  after  deducting  aocumulated  impdrment  losses. 

Class  of  heritage  assets  means  a  grouplng  of  herttage  assets  of  a  slmllar  nature  or  functlon  In  an  munldpallt/s  operations  ttiat 
is  shown  as  a  single  item  fior  the  purpoee  of  disdosurs  in  Ihe  ennuel  firvsndal  stetements. 

Coet  lethe  amountof  cash  orcash  equlvalents  pald  orthefislrvelue  of  the  other  oonsideratlon  glven  to  acqulne  an  assetatthe 
tlme  of  its  aoqulsttlon  or  construction  or,  where  appllcable,  the  amount  attributed  to  that  asset  when  idtialiy  recognised  in 
accotdance  vdth  the  specific  requirements  of  other  Standaids  of  GRAP. 

Depredation  is  the  systematic  allocatlon  of  the  depredable  amount  of  an  assat  over  Its  useful  IHe, 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a  liabllity  settled,  between  knowledgeable,  wiiling  partlee  in 
an  arm's  length  transadlon. 

Herltage  asaets  are  assets  that  have  a  cultural,  environmeiital,  hlstorical,  natural,  scientific,  tachndogical  or  artistic  significancs 
and  are  held  indefinttely  for  the  benefit  of  present  and  future  generations. 

An  impairment  loss  of  a  cash-generatfng  asset  Is  the  amount  by  which  the  carrying  amount  of  an  asset  exceeds  its  recoverable 
amount 

An  impalrment  loss  of  a  non-cash-generaHng  asset  is  the  amount  by  which  tha  canying  amount  of  an  asset  axceeds  Its 
recovarable  servlce  amount. 

An  inalienable  item  is  an  asset  that  an  munlclpality  is  required  by  law  or  otherwlse  to  retain  indefinitely  and  cannot  be  diaposed 
of  without  consent. 

Recoverable  amount  Is  the  higher  of  a  cash-generating  assefs  net  selling  price  and  Hs  value  in  use. 

Racoverable  servkse  amount  h  fhe  hlgherof  a  non-cash-generating  assefs  fair  value  less  costs  to  sell  and  Its  value  in  use. 

Value  in  uae  of  a  cash-generating  asaet  is  the  prasent  value  af  the  future  casfi  flows  expected  to.  be  darivsd  from  an  asset  or 
cash-generating  unlL 

Value  in  use  of  a  non-cash-generating  assst  is  the  present  value  of  the  asseTs  remaining  seraice  potentlal. 

Recognitfon 

The  munldpaltty  recognlses  a  herltaga  assat  as  an  asset  If  Itla  prababls  that  future  eoonomlc  baneflts  or  service  potantial 
assodatsd  with  the  asset  will  flow  to  the  munidpelity,  and  the  cost  or  fair  value  of  the  asset  can  be  meaaured  reliably. 

inltial  measurement 

Heritage  assets  are  measured  at  cost 

Where  a  herttage  assat  ls  acquired  through  a  non-exchange  transactlon,  Its  cost  is  measttrad  at  Its  falrvalue  aa  at  the  date  of 
acquisttion. 
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1 .7  Herltage  assets  (contlnued) 

Subsequent  measurement 

After  recognltion  as  an  asset,  a  dass  of  heritage  assets  is  carried  at  its  cost  less  any  accumulated  impairment  losses. 

After  recognldon  as  an  asset,  a  class  of  heritage  assets,  whose  fair  value  can  be  measured  reliably,  is  carried  at  a  revaiued 
amount,  being  Its  fair  valus  at  the  date  of  the  revaluatlon  less  any  subsequsrtt  impalrment  losses. 

If  a  heritage  assefs  canying  amount  is  increased  as  a  result  of  a  revaluation,  the  increase  is  credlted  dlrectiy  to  a  revaluatlon 
surplus.  However,  the  increase  is  reoognised  in  surplus  or  defidt  to  the  extent  that  It  reverses  a  revaluation  decrease  of  the 
same  heritage  asset  previously  recognised  in  surplus  or  defictt. 

If  a  heritage  assefs  carrylng  amount  Is  decreased  as  a  result  of  a  revaiuation,  the  decrease  is  recognised  in  surplus  ordefidt. 
However,  the  decrease  is  debtted  diredly  to  a  revaluatlon  surpius  to  the  extent  of  any  credtt  balance  existing  in  the  revaluation 
surplus  in  respect  of  that  herttage  asset 

Impairment 

The  munidpality  assess  at  each  reporting  date  whether  there  is  an  indication  that  it  may  be  impaired.  If  any  such  lndlcatlon 
exlsts,  the  munldpallty  estlmates  the  recoverable  amount  orthe  recoverabie  service  amount  of  the  heritage  assat. 

Transfers 

Transfers  from  herttage  assets  are  only  made  when  Ihe  partlcular  asset  no  longer  meets  the  deflnitfon  of  a  heritage  asset 
Transfere  to  heritage  assets  are  only  made  when  the  asset  maets  the  deflnition  of  a  heritage  asset. 

Derecognltlon 

The  munidpality  dsrscognises  heritage  asset  on  disposal,  or  when  no  future  economlc  beneftts  or  service  potentlal  are 
expected  from  Rs  use  or  disposal. 

The  gain  or  loss  arising  from  the  derecognition  of  a  heritage  asset  is  determlned  as  frie  difference  between  the  net  disposal 
proceeds,  if  any,  and  the  carrying  amount  of  the  heritage  asset.  Such  difference  Is  recbgnised  in  surpius  or  deficit  when  the 
herttage  asset  is  denecognised. 

Transitional  provlsfon 

The  munidpality  changed  its  accounting  policy  for  heriiage  assets  in  2013.  The  change  in  acoounting  pollcy  Is  made  in 
accoidance  with  Itstransltlonal  prevlslon  as  per  Dlredive  4  of  the  GRAP  Reporting  Framework. 

According  tothe  transltional  provision,  the  municipaltty  is  not  required  to  measure  heritage  assets  for  reporting  periods 
beginning  on  or  after  a  date  wtthin  three  years  foliowlng  the  date  of  Initial  adoptlon  ofthe  Stendard  of  GRAP  on  Heritage 
assets.  Heritage  assets  have  accordingly  bean  recognised  at  provisional  amounts,  as  disdosed  in  .  The  transttional  provision 
expires  on  2015/06/30. 

Untll  suchtime  as  the  measurement  perlod  expires  and  heritage  assets  is  recognised  and  measured  in  accordanoe  wtth  the 
requirements  of  the  Standard  of  GRAP  on  Heritage  assets,  the  municipality  need  not  compiy  wilh  the  Standards  of  GRAP  on 
(to.  the  extent  that  these  Stendards  prescribe  requirements  for  heritege  assets): 

•  Presentatlon  of  Finandal  Statements  (GRAP 1 ), 

■  The  Effects  of  Changes  in  Foreign  Exchange  Transactions  (GRAP  4), 

•  Leases  (GRAP 13), 

•  Segment  Reporting  (GRAP 18), 

•  Discontinued  Operatlons  (GRAP 100) 

The  exemption  from  applylng  the  measurement  requlrements  ef  the  Standard  of  GRAP  on  Heritege  assete  impliesthat  any 
associated  presentation  and  disdosure  requiremerits  need  not  be  complied  with  for  heritage  assets  not  measured  in 
accordance  with  the  requirements  of  the  Standard  of  GRAP  on  Heritage  assets. 
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1.8  Flnandal  Instnimenta 

A  flnanclal  Instrument  Is  any  contract  that  glves  rlae  to  a  flnancial  asset  of  one  entlty  and  a  flnandal  llablltty  or  a  residual 
Intenest  of  another  enttty. 

The  amortiaed  oost  of  a  finandal  asset  or financlal  llablllty  is  the  amount  at  whlch  the  finandal  asset  orfinandal  liability  is 
measured  at  initial  recognition  minus  principal  repayments,  plus  or  minus  the  cumutatlve  amortisatlon  uslng  the  effectlve 
inlerest  method  of  any  difference  between  that  initial  amount  and  the  maturity  amount,  and  minus  any  reduction  (directly  or 
through  ttie  use  of  an  allowance  account)  for  impairment  or  uncollectiblllty. 

Credit  risk  is  the  riak  that  one  party  to  a  finandal  instnmnent  will  eause  a  finandal  loas  fbr  the  other  party  by  faillng  to  discharge 
an  obligation. 

Currency  risk  is  the  risk  that  the  fair  value  or  future  cash  flows  of  a  finandal  instrument  will  fiuctuate  because  of  changes  in 
foreign  exchange  rates. 

Derecognition  Is  the  removal  of  a  previously  recognised  financial  asset  orfinandal  llsbility  firom  an  entity's  statement  of 
finandal  posttlon. 

A  derivstivB  is  a  financial  instrument  or  other  contract  with  ali  three  of  ihe  fbllowing  characteristics: 

•  Its  value  changes  in  response  to  the  change  in  a  specrfied  interest  tate,  finandal  instnment  price,  commodity  price, 
fbreign  exchange  rate,  indax  of  prices  or  rates,  credit  rating  or  credit  index,  or  other  varfable,  pravided  in  the  case  of 
a  non-financial  variable  thatthe  variable  is  nct  specific  to  a  party  to  the  contract  (somefimes  called  the  'underiying'). 

•  tt  requiree  no  initial  net  investment  or  an  initial  net  investment  that  is  smaller  than  would  be  required  for  other  types 
of  contracts  that  would  be  expected  to  have  a  simllar  responsa  to  changes  in  markat  factors. 

•  Itlssetfiedat  afuturadate. 

The  effective  interest  method  is  a  method  of  calcuiating  the  amorfised  cost  of  afinancial  assetorafinandal  liability  (orgroup  qf 
flnanciai  assets  orfinandal  liabllities)  and  of  aflocating  the  mterest  Income  orintorast  expense  over  the  relevant  period.  The 
eflective  interest  rate  is  the  rate  that  exacily  disoounts  estimeted  future  cash  payments  or  receipts  through  the  expected  life  of 
the  financial  instrument  or,  when  apprapriate,  a  shorter  period  to  the  net  carrying  amount  of  the  financial  asset  orfinandal 
liabillty.  When  catcuiatlng  the  eflective  interest  rate,  an  entlty  shall  estlmate  caah  fiows  oonsiderlrg  all  contractual  termsof  the 
financial  instrument  (for  example,  prepayment,  call  end  slmilar  options)  but  shall  not  conslder  futwe  credit  losses.  The 
calculafion  Includes  all  fees  and  polnts  paid  or  received  bbtween  parties  to  the  contract-that  are  an  tntagral  part  of  the  effective 
interest  rate  (see  tha  Standard  of  GRAP  on  Revenue  ffom  Exchange  Transacflons),  traitsactlon  costs,  and  all  other  premlums 
or  discounts.  There  Ea  a  presumption  that  the  cash  flows  and  the  expected  Dfe  of  a  graup  of  similarfinandai  instruments  can  be 
esflmated  rellably.  However,  ln  fiiose  rare  cases  when  it  Is  not  possible  to  reliably  estimate  the  cash  flows  or  the  expected  Kfe 
of  a  financiai  instonrient  (or  group  of  flnancial  instniments),  the  entity  shall  use  the  oontractual  cash  flows  over  the  ful 
contractuai  temn  of  the  financial  Insiniment  (or  group  of  finandak  instruments). 

Fairvalue  is  the  amountforwhich  an  asset  could  be  exchanged,  or  a  Ifabllity  settled,  betwaen  knowledgeable  willing  partlea  in 
an  arm’8  iength  transaction. 

Afinandal  assetie: 

•  cash; 

»  a  residual  interest  of  another  entity;  or 

•  a  contractual  right  to: 

-  .  receive  cash  or  another  financial  asset  from  another  entity;  or 

-  exchange  finandal  aaaeta  orflnancial  liabilitiea  wlth  another  entltyunder  condifiona  that  are  potentially 
fevouraUe  to  the  entity. 

A  flnancial  guarantee  contract  is  a  oontract  that  requires  the  tssuer  to  make  spedfied  piayments  to  raimburee  the  holder  fbr  a 
loss  it  incurs  because  a  specified  debtor  falls  to  make  payment  when  due  in  accordance  with  the  original  or  modlfied  tenns  of  a 
debt  instrumenl 

A  finandal  HabiKty  is  eny  liabilrty  that  is  a  contrectual  obligation  to: 

•  deliver  cash  or  anotherfinandal  asset  to  another  entlty;  or 

•  excbange  flnandal  assets  or  flnandal  llabllitles  under  oondlflons  that  are  potentially  unfavourable  to  tha  entity. 

Interest  rate  risk  is  the  risk  that  the  feir  value  or  future  cash  flows  of  a  flnandal  instrument  will  fiuctuats  because  of  changes  in 
market  interest  rates. 
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1.8  Rnancial  Instrumente  (continued) 

Liquidity  risk  is  the  risk  encountered  by  an  entity  in  the  event  of  difliculty  in  meeting  obligations  associated  with  financial 
llabllities  that  are  settled  by  delivering  cash  or  another  financial  asset 

MarKet  risk  is  the  risk  that  the  fair  value  orfuture  cash  flows  of  a  financial  instrument  will  fluctuate  bacause  of  changes  in 
market  prioes.  Market  risk  comprises  three  types  of  risk:  currency  risk,  interest  rate  risk  and  other  price  risk. 

Other  price  risk  is  the  risk  that  the  fair  value  or  future  cash  flows  of  a  financial  instrument  will  fiuctuate  because  of  changes  in 
market  prlces  (otherthan  those  arising  firom  interest  rate  risk  or  currency  risk),  whether  those  changes  are  caused  by  factors 
specific  to  the  individual  financial  tnstrument  or  its  lasuer,  or  factors  affecting  all  simiiar  flnancial  instruments  traded  in  the 
market. 

A  financiai  asset  is  past  due  when  a  counterparty  has  failed  to  make  a  payment  when  contractuaily  due. 

A  residual  interest  is  any  contract  that  manifests  an  interest  in  ths  assets  of  an  eritity  after  daducting  all  of  rts  iiabilities.  A 
residuat  interest  includes  contributionsfrom  owners,  which  may  be  shown  as: 

«  equity  instruments  or  slmllar  fbrms  of  unltised  capltal; 

•  a  formal  designation  of  a  trensfer  of  rasources  (or  a  class  of  such  trensfere)  by  the  parlies  to  the  transaction  as 
formlng  part  of  an  entit/s  net  asssts,  eifher  before  the  contribution  occurs  or  at  the  time  of  the  contribution;  or 

•  a  fomnal  agreement,  in  relation  to  the  contrlbution,  establishlng  or  increasing  an  existlng  flrtanclal  interest  In  the  net 
assets  of  an  entity. 

T  ransaction  costs  are  incremental  costs  thaf  are  directly  attributable  to  the  acquisition,  issue  or  disposal  of  a  finandal  asset  or 
flnancial  liability.  An  Incrementat  cost  Is  one  that  would  not  have  been  Incurred  If  the  entlty  had  not  acquired,  Issued  or 
disposed  of  thefinancial  instrument. 

Flnancial  instruments  at  amortised  cost  are  non-derivative  financial  assets  or  non-derivative  financial  liabilities  that  have  fixed 
or  determinable  payments,  exduding  those  iristruments  that: 

•  the  entity  designates  at  fair  value  at  initial  recognition;  or 

•  are  held  for  trading. 

Financial  instruments  at  cost  are  investments  in  residual  interesis  that  do  not  have  a  quoted  market  price  in  an  active  market, 
and  whose  fair  value  cannot  be  raliably  measured. 

Financlal  instruments  at  fair  value  comprlse  flnancial  assets  orflnandal  ilabllltles  that  are: 

•  derivatives; 

•  combined  instruments  that  are  designated  at  fiair  value; 

•  instruments  held  for  trading.  A  financial  instrument  is  hekJ  for  trading  if: 

-  it  ia  acquired  or  incurred  principally  forthe  purpose  of  selling  or  repurchasing  it  in  the  near-term;  or 

•  on  initial  recognition  it  !s  part  of  a  portfoiio  of  identified  financial  instmments  that  are  managed  together  and  for 

which  Ihere  is  evidence  of  8  recent  actual  pattern  of  short  term  profit-taking; 

-  non-derivative  finandal  assets  or  finandal  liabilities  with  fixed  or  determinable  payments  that  are  designatad  at 
fair  value  at  Inttial  recognition;  and 

-  financial  instruments  Ihat  do  not  meet  the  definition  of  finandai  instmments  at  amortfsed  cost  or  finandal 
instruments  at  cost. 

Initial  recognltlon 

The  entity  reoognisea  a  finandal  asset  or  a  financial  liability  in  its  statement  of  firiandal  position  when  the  entity  becomess 
party  to  the  contractual  provisions  of  the  instmment. 

The  entity  recognises  flnandai  assete  using  trade  date  accounting. 
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1.8  Financlal  Instnimenta  (contlnued) 

Inltlal  measurementcf  flnanclal  aaaata  and  flnanelal  llabllltles 

The  entity  meaaures  a  financlal  asset  and  finandal  liabilily  initialiy  at  its  fair  value  plus  transaction  costs  that  are  direcUy 
attributable  to  the  acquieition  or  issue  of  the  financial  asaet  or  finandal  liability. 

The  entlty  measures  a  financial  asset  and  flnanclal  llabillty  Infiially  at  Ita  fair  value  pf  subeequently  maasured  at  fair  value]. 

The  enttty  firat  naaooaoe  whsther  the  eubetance  of  a  conceeslpnary  loan  Is  In  fact  a  loan.  On  initial  reoognltlon,  the  errtlty 
analysas  a  conoeeaionary  loan  irrto  fte  componant  parts  and  acoounts  for-each  component  separately.  The  entlty  acoounta  for 
that  part  of  a  concessionary  loan  that  Is: 

•  a  sodat  benefit  in  accondance  wlth  the  Framework  for  the  Preparalion  and  Presentation  of  Finandal  Statements, 
where  ttlsthe  Issuer  of  the  loan;  or 

■  non-exchange  revenue,  In  accordance  with  the  Standard  of  QRAP  on  Revenue  from  Non-egnhange  Transadfons 
(Taxas  and  Transfare),  where  it  is  the  redplent  of  the  loan. 

Subsequant  meaauremant  of  flnandal  asaots  and  flnandal  llabllltlee 

The  entity  measures  all  finandal  assets  and  financiai  liabilities  after  inltial  recognttlon  uslng  the  following  categories: 

•  Finandal  instrements  at  fair  value. 

■  Finandal  instruments  at  amortised  cost. 

•  Finandal  Instruments  at  cosL 

AH  financiel  asaeta  meaeured  at  amorliaed  cost,  or  oost,  are  subject  to  an  impairment  review. 
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1.B  Flnanclal  Instraments  (continued) 

Dereeognition 
Flnanclal  assets 

The  entity  derecognises  financial  assets  using  trade  date  accountfng. 

The  entily  derecognises  a  flnanclal  asset  only  when: 

•  the  contractual  rights  to  the  cash  flows  from  the  financial  asset  expire,  are  settled  or  waived; 

•  the  entity  transfsrs  to  another  party  substantially  aii  of  the  risks  and  rewards  of  ownership  of  the  finandal  asset;  or 

•  the  entity,  despite  having  retained  some  significant  risks  end  rewards  of  ownerehip  of  the  financial  asset,  has 
transferred  control  of  the  asset  to  another  party  and  the  other  party  has  the  practicat  ability  to  sell  the  asset  in  Its 
entlrety  to  an  unrelated  third  party,  and  is  able  to  exerclsa  that  abllity  unllaterally  and  without  needing  to  impose 
additional  restrlctlons  on  the  transfer.  In  this  case,  the  entity : 

-  derecognise  the  asaet;  and 

-  recognise  separately  any  rights  and  obligations  creafed  or  retalned  In  the  transfer. 

The  carrying  amounts  of  the  transferned  assst  are  ailocated  between  the  rights  orobllgatlons  retained  and  those  transferred  on 
the  basis  of  their'relative  feir  values  at  the  transfer  date.  Newly  created  rights  and  obligations  are  meesured  at  their  felr  values 
at  that  date.  Any  difference  between  the  consideratlon  recelved  and  the  amounts  recognised  and  derecognised  is  recognised 
in  surplus  or  deficit  In  the  period  ofthe  transfer. 

If  the  entity  transfere  a  flnanclal  asset  in  a  transfer  that  qualifies  fbr  derecognition  in  its  errtirety  and  retains  the  right  to  service 
the  flnanclal  asset  for  a  fee,  it  recognise  either  a  servlclng  asset  or  a  servicing  liabillty  fbr  that  sarvicing  contract.  If  the  fee  to  be 
received  Is  not  expected  to  compensatethe  entity  adequately  for  perfbrmlng  fhe  servicing,  a  servicing  iiabilityfbrlhe  servicfng 
obligation  is  recognieed  at  rts  fair  value.  If  the  fee  to  be  received  is  expected  to  be  more  than  adequate  compensation  fbr  the 
servlclrig.  a  servicing  asset  is  recognised  for  the  serviclng  right  at  an  amount  determined  on  the  basis  of  an  allocation  of  the 
carrying  amount  of  the  larger  financial  asset. 

if,  as  a  reauK  of  a  transfer,  a  financial  asset  is  derecognised  in  its  entirety  but  the  transfer  results  In  the  entity  obtaining  a  new 
finandal  asset  or  assuming  a  new  financlal  llabllity,  or  a  servicing  liabiiify,  the  entity  recogniss  the  newfinanciai  asset,  financial 
llabllity  or  serviclng  fiability  at  fair  value. 

On  deracognition  cf  a  financial  asset  in  its  entirety,  the  dlfference  between  the  carrylng  amount  and  the  sum  of  the 
oonsideration  received  is  recognlsed  In  surplus  or  deficiL 

If  the  transferred  asset  is  part  of  a  larger  financial  asset  and  the  part  transferred  qualifies  fbr  derecognltion  In  Its  entiraty,  the 
previous  carrying  amount  of  the  larger  financial  esset  Is  allocated  between  the  part  that  continues  to  be  recognised  and  the  part 
that  is  derecognlsed,  based  on  the  relative  fair  vaiues  of  those  parts,  on  the  date  of  the  transfer.  For  this  purpose,  a  retained 
servicing  asset  is  treeted  as  a  part  that  continues  to  be  recognised.  The  difference  between  the  canylng  amount  allocated  to 
tha  part  derecognised  and  the  sum  of  the  conslderatlon  recelved  fbr  the  part  derecognlsed  is  recognised  in  surplus  or  deficft. 

If  a  transfer  does  not  result  in  derecognition  because  the  entlty  has  retained  substentially  all  the  risks  and  rewards  of  ownership 
of  the  transferred  asset,  the  entity  oontinue  to  recognise  the  tfansferred  asset  In  Ita  entiraty  and  recognise  a  finandal  liability  for 
the  consideration  received.  In  subsequerrt  pertods,  the  entity  recognises  any  ravenue  on  the  transferred  asset  and  any  expense 
incurred  on  thefinandal  liabiffty.  Neitherthe  asset,  and  the  associated  liability  northe  revenue,  and  the  associated  expenses 
araoffset. 

FfnanciaT  ilabilltles 

The  entfty  removes  a  flnancial  iiability.(or  a  part  of  a  flnandal  llablllty)  from  its  statement  of  financial  position  when  it  is 
extinguished  —  i.e.  when  the  obligation  spedfled  in  the  contract  is  discharged,  cancelied,  expiras  or  waived. 

An  axchange  between  an  existlng  borrower  and  lender  of  debt  instruments  with  substantially  different  terms  is  aocounted  fbr  as 
having  extinguished  the  original  financlal  liablllty  and  a  newfinancial  liability  is  recognised.  Similariy,  a  substantlal  modlficatlon 
of  the  terms  of  an  existing  financial  liability  or  a  part  of  it  is  accounted  fbr  as  having  extinguished  the  original  financial  liability 
and  havlng  recognised  a  newfinancial  liability. 
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1 A  Flnanclal  inetnimente  (contlnued) 

The  dlfference  between  the  carrylng  amount  of  a  financlal  llablllty  (or  part  of  a  financlal  ItabHlty)  extlngulahed  or  tranafened  to 
another  party  and  the  oonsideration  paid,  Including  any  nonrcash  assets  transfened  or  liabilities  assumed,  is  recognised  in 
surplus  or  deficiL  Any  liabilities  that  ara  waived,  forgiven  or  assumed  by  another  entity  by  way  of  a  non-exchange  transactlon 
are  accountad  for  In  accordance  with  the  Standard  of  GRAP  on  Revenue  from  Non-exchange  Transactions  (Taxes  and 
Transfers). 

Prsssntation 

Intarest  raiatlng  to  a  financlal  instrument  ora  component  that  is  a  financlal  liability  is  racogniaed  as  nsvenus  or  expenaa  In 
surplusordeficiL 

Oividends  or  simitar  disbibutions  relating  to  a  finandal  instrument  or  a  componentthat  is  a  finanofal  liability  is  recognised  as 
ravenue  or  expense  In  surplus  or  defidt. 

Losses  and  gains  relatlng  to  a  finandalinstrument  or  a  component  that  is  a  flnancial  liability  Is  racognised  as  revenue  or 
expenae  in  surplus  ordeflclt. 

Distrlbutions  to  holders  of  residual  intarests  are  debited  by  tha  entity  directly  to  net  assets,  nst  of  any  reiated  income  tax  benefit 
[where  applicable].  Transaction  costs  incurred  on  residual  interests  Is  accounted  fbr  as  a  deduction  from  net  assets,  net  of  any 
related  Income  tax  benefit  [where  appllcable]. 

Afinancial  asset  and  a  financial  liablily  are  only  offset  and  the  net  amount  presanted  in  the  statement  of  financisl  position 
when  the  entity  cumently  has  a  legaly  enfbrceable  rfght  to  setoffthe  recognised  amounts  and  intends  either  to  setUe  on  a  net 
basls,  or  to  realise  the  assst  artd  settle  the  llablllty  slmultaneously. 

Inaccounting  fbr  a  transfer  of  a  finandal  asset  that  does  not  quaiify  fbr  derecognitk>n,  the  entity  does  not  offeet  the  transferred 
asset  and  the  assodated  liability. 

1.9  Leases 

A  Isase  is  clasBlfled  as  a  flnance  lease  tf  It  transfers  substantially  ail  the  risks  and  rewards  Inddental  to  ownership.  A  lease  is 
dasslfied  as  an  operaflng  lease  If  It  doea  not  trensfer  substantially  all  the  risks  and  rewards  Inddental  to  ownership. 

When  a  lease  indudes  both  land  and  buildtngs  elements,  the  entity  assesses  the  dassificatlon  of  each  element  sepaiately. 

Finance  leases  -  iessee 

Rnanoe  leases  are  recognlsed  as  assets  and  Ilabilities  in  the  statement  of  finandal  position  at  amounts  equal  to  the  feir  value 
of  the  leased  piops'rty  or,  if  lower,  the  present  value  of  tha  minimum  lease  payments.  The  corresponding  llabllity  to  the  lessor  is 
Induded  in  the  statement  of  financial  posltion  as  a  financa  lease  obllgatlon. 

The  disoourrt  rate  used  in  calculating  the  present  value  of  the  minlmum  leasa  payments  Is  the . 

Minimum  lease  payments  are  apportioned  between  the  finance  charge  and  reduction  of  the  outstanding  llability.  The  finanoe 
charge  is  aliocatedto  each  period  during  the  lease  term  so  as  to  produce  a  constant  periodic  rata  of  on  the  remaining  balsnce 
ofthe  liablllty. 

Any  contingent  rente  are  expensed  in  ihe  pariod  In  whlch  they  are  incurred. 
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1.9  Leases  (contlnued) 

Operatlng  leasss  -  lessor 

Operating  lease  revenue  is  recognlssd  as  revenus  on  a  straight-line  besis  overthe  Ifease  term. 

Initlal  direct  costs  incurred  in  negotisting  and  arranging  operating  leasesare  added  to  the  carrying  amount  of  the  leased  asset 
and  recognised  as  an  expense  over  the  lease  term  on  the  same  basls  as  the  lease  revenue. 

The  aggregate  cost  of  incentives  is  recognised  as  a  reduction  of  rental  revenue  overthe  lease  tenm  on  a  straight-line  basis. 

The  aggregate  benefit  of  incentives  is  recognised  as  a  reduction  of  rental  expense  over  the  leese  term  on  a  straight-llne  basls. 
Inccme  for  leases  is  disclosed  under  revenue  in  statement  of  financial  performance. 

Operatlng  leases  -  lessee 

Operating  lease  payments  are  recognised  as  an  expense  on  a  straight-fine  basis  overthe  lease  term.  The  differance  between 
the  amounts  recognised  as  an  expense  and  the  contractual  payments  are  recognised  as  an  operating  lease  asset  or  liability. 

1.10  inventories 

Inventorles  are  initially  measured  at  cost  except  where  inventories  are  acquired  through  a  non-exchange  transaction,  then  their 
costs  are  theirfair  value  as  atthe  date  of  aoquieition. 

Subsequently  inventories  ane  measured  at  the  lower  of  cost  and  net  realisable  value. 

Inventories  are  measured  at  the  lower  of  cost  and  current  replacement  cost  where  they  are  held  for; 

*  distribution  at  no  chsrge  orfor  a  nominai  charge;  or 

•  consumpfion  in  the  production  process  of  goods  to  be  distributed  at  no  charge  or  for  a  nominal  charge. 

Net  realisable  value  is  the  estimated  selling  price  in  the  ordinary  course  of  operations  less  the  estimated  costs  of  completlon 
and  the  estimated  costs  necsssary  to  make  the  sale,  exchange  or  distribution. 

Current  replacement  cost  is  the  cost  the  munlclpallty  incurs  to  acquire  the  asset  on  the  reporting  date. 

The  cost  of  inventories  comprlses  of  all  costs  of  purchase,  costs  of  conversion  and  other  costs  incurred  in  bringing  the 
inventortes  to  their  present  location  and  oondition. 

The  cost  of  inventories  of  items  that  are  not  prdinarily  interchangeable  and  goods  or  services  produced’and  segregated  for 
speciflc  projects  is  assigned  using  specific  identificfetion  of  the  individual  costs. 

The  cost  of  inventories  Is  assigned  uslng  the  welghted  average  cost  formula.  The  same  cost  formula  Is  used  for  all  inventories 
having  a  simiiar  nature  and  use  to  the  municipaiity. 

1.11  Construction  contracts  and  recelvables 

Construction  contract  is  a  contract,  or  a  similar  binding  arrangement,  specifically  negotiated  for  the  oonstruction  of  an  asset  or 
a  combination  of  assets  that  are  closely  interrelated  or  interdependent  in  terms  of  their  design,  technology  and  function  or  their 
ultimate  purpose  or  use. 

Contractor  is  an  entily  that  performs  construciion  work  pursuant  to  a  construction  contract. 

Cost  plus  or  cost  based  contract  is  a  oonstniction  contract  in  which  the  contractor  is  reimbursed  for  allowable  or  ofhenvlse 
defined  costs  and,  in  the  case  of  a  commercially-based  contract,  an  additional  percentage  of  these  costs  or  a  fixed  fss,  if  any. 

Fixed  price  contract  Is  a  oonstruction  contract  ln  whlch  the  contractor  agrees  to  a  flxed  contract  price,  or  a  fbced  rate  per  unit  of 
output,  which  in  some  cases  is  subjectto  cost  escalation  clauses. 

A  contractor  is  an  entity  that  enters  into  a  contract  to  buiid  structures,  construct  fecflities,  produce  goods,  or  render  services  to 
the  specificstions  of  anofher  entfty  eifher  Itself  or  through  the  use  of  sub-contractors.  The  term  "contractor  thus  Includes  a 
general  or  prime  contractor,  a  subcontractorto  a  general  corrtractor,  or  a  construction  manager. 
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1.11  Censtrueflon  eontraets  and  meeivables  (eontlnued) 

The  enflty  assessea  the  terms  and  condltiona  of  each  contract  concluded  wlth  cuetomere  to  eatabllah  wheiher  the  contract  is  a 
construction  contract  or  not  In  assessing  vuhetherthe  oontractis  a  constructkm  contract,  an  entlty  oonaldere  whetheritba 
contractor. 

Where  the  outcome  of  a  construction  contract  can  be  estimeted  reliably,  contract  revenue  and  costs  sre  recognised  by 
neference  to  the  stage  of  completion  of  the  cortlract  activity  atthe  reporting  date,  as  measured  by . 

Variations  in  corrtractwork,  cbims  and  incentive  payments  are  Induded  to  the  extent  that  they  have  been  agreed  wlth  the 
customer. 

When  the  outcome  of  a  construction  contract  cannot  be  estimated  rellably,  oontract  revenue  b  recognlsed  to  the  extont  that 
oontract  costs  incuned  are  recoverabie.  Contract  costs  are  nacognised  as  an  expense  in  tha  period  in  which  they  are  incuired. 

When  it  is  probablethattotal  contract  coste  wili  exceed  total  contract  revenus,  the  expectad  defidt  b  recognised  as  an 
expense  immedlately. 

1.12  Impalrment  of  cssh-generaflng  assets 

Cash-generatlng  assets  are  those  assete  held  by  the  munteipality  wfth  the  primary  objectlve  of  generatlng  a  commerclal  retum. 
When  an  asset  is  deployed  in  a  manner  consistent  with  that  adopted  by  a  profit-oriarrtated  entity,  it  generates  a  commercbl 
retum. 

Impairment  ls  a  loss  In  the  future  eoonomic  benefits  or  service  potentlal  of  an  asset,  over  and  above  the  systematic  recognKlon 
of  the  loss  of  the  assefs  ftiture  eoonomlc  benefits  or  service  potentbl  through  depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  an  asset  Is  recognisad  in  the  statement  of  financial  posHion  after  deducting  any 
accumulated  depreciation  and  accumulated  impairment  losses  thereon. 

A  cash-generating.  unit  is  the  smallest  identifiable  group  of  assets  held  with  the  primary  objective  of  generaiing  a  commerdal 
ratum  that  generates  cash  inflows  frem  continuing  use  that  are  iargely  Independent  of  the  cash  inflows  from  other  assete  or 
groupsofasseb. 

Costs  of  dlsposai  are  incremantal  casb  directiy  attributable  to  the  dtaposal  of  an  aaset,  excludlng  financa  costs  and  Incomstax 
expense. 

Depreciation  (Amorttsatlon)  is  the  systemalic  allocation  of  the  depredabie  amount  of  an  asset  over  Its  useful  life. 

Fair  value  less  coste  to  ssll  is  ths  amount  obtainable  from  the  sale  of  an  asset  in  an  arm’s  length  transaction  between 
knowtedgeable,  wllling  parties,  less  the  costs  of  disposal. 

Recoverable  amount  ofan'asset  or  a  cash-generating  unft  b  tha  highar  its  feir  value  less  coste  to  seil  and  lb  vaiue  in  use. 
Useful  llfe  te  eithen 

(a)  the  period  of  time  over  which  an  asset  is  expecied  to  be  used  by  ihe  municipality;  or. 

(b)  the  number  of  production  or  similar  unlts  expected  to  be  obtained  from  the  asaet  by  the  municipality. 

Criterb  daveioped  by  the  munlclpalily  to  dlstlnguish  cash-generatlng  assate  ftom  non-cash-generafing  assete  are  as  follow: 
Idenflflcation 

When  the  carrying  amount  of  a  casivgenerating  asset  exceeda  Its  recoverabb  amount,  It  Is  impairad. 

The  munidpalHy  aasesses.at  each  reporting  date  whether  there  is  any  indication  that  a  cash-generating  asset  may  be 
impaired.  if  any  such  indication  exists,  the  municlpallty  estimates  the  recoverable  amount  of  the  asset. 

Irrespective  of  whether  thOre  Is  any  tndlcation  of  impafrnient.  the  munldpallty  alao  test  a  cash-generating  Intanglble  asset  wlth 
an  Indeflnlte  useful  llfe  or  a  cash-genarating  Intangfbla  asset  not  yet  avaflable  fbr  use  fbr  impainnent  annually  by  comparing  Its 
carrying  amount  with  Hs  recoverable  amount  This  impainment  test  is  peribrmed  at  the  same  time  every  year.  If  an  intangible 
asset  was  initially  reoognteed  durfng  tha  current  reporting  period,  that  intangible  asaet  was  tested  fbr  impairment  befbre  the  end 
of  the  current  reporting  period. 
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1,12  Impalrment  of  cash-generating  assets  (eontlnued) 

Value  in  use 

Value  in  use  of  a  cash-generatlrtg  asset  is  the  present  value  of  the  estimated  future  cash  flows  expected  to  be  derived  from  the 
continuing  use  of  an  asset  and  from  its  disposal  at  the  end  of  its  useful  life. 

When  estimating  the  value  in  use  of  an  asset,  the  municipaiity  estimates  tha  tuture  cash  inflows  and  outHows  to  be  derived 
from  continuing  use  of  the  asset  and  fiom  its  ultimate  disposal  and  the  municipality  applies  the  appropriate  discount  rate  to 
those  friture  cash  flows. 

Basis  for  estimates  of  future  cash  flows 

In  measuring  value  in  use  the  municlpality: 

•  base  cash  flow  projections  on  reasonable  and  supportable  assumptions  that  represent  managemenfs  best  estimate 
of  the  range  of  economic  conditions  that  will  exist  over  the  remaining  useful  lifs  of  the  asset.  Greater  weight  is  given 
to  extemal  evidence; 

»  base  cash  flow  projections  on  the  most  recent  approved  financial  budgets/forecasts,  but  excludas  any  estimatsd 
future  cash  infiows  or  oulflows  expected  to  arise  from  future  restructuring's  or  firom  improving  or  enhancing  the 
asset’s  performence.  Projectlons  based  on  these  budgets/forecasts  covers  a  maxlmum  perlod  of  flve  years,  unless  a 
longerperiod  can  be  justified;  and 

•  estimate  cash  flow  projections  beyond  the  perlod  covered  by  the  most  recent  budg  ets/forecasts  by  extrapolating  the 
projections  based  on  the  budgets/forecasts  using  a  steady  ordeclinlng  growth  rate  fbr  subsequent  yeare,  unless  an 
increaslng  rate  can  be  justified.  This  growth  rate  does  not  exceed  the  long-temn  average  growth  rate  for  the 
products,  industries;  or  country  or  countries  in  which  the  entity  operates,  or  for  the  market  In  whlch  the  asset  is  used, 
unless  a  higher  rate  can  be  justified. 

Composition  of  sstimatas  of  future  cash  flows 

Estimates  of  future  cash  flows  include: 

■  projections  of  cash  Inflowa  ffom  the  oontlnulng  use  of  the  asset; 

•  projections  of  cash  outflows  that  are  necessarily  incurred  to  generete  the  cash  inflows  ffom  continuing  use  of  the 
asset  (indudlng  cash  outliowsto  prepare  the  assetfbr  use)  and  can  be  directly  attributed,  or  allocated  on  a 
reasonable  and  consistent  basls,  to  the  asset;  and 

•  net  cash  flows,  if  any,  to  be  received  (or  paid)  for  the  disposal  of  the  asset  at  Ihe  end  of  its  usefol  life. 

Estimaites  of  foture  cash  flows  exclude: 

•  cash  Inflows  or  outflows  fforn  finandng  activlties;  and 

•  income  tax  receipts  or  payments. 

The  estimate  of  net  cash  flows  to.  be  received  (or  paid)  fbr  the  disposal  of  an  asset  at  the  end  of  Its  usefol  llfe  Is  the  amount  that 
the  municipality  expects  to  obtain  fronri  the  disposal  of  the  asset  in  an  arm’s  length  trensaction  between  knowledgeable,  willing 
partles,  afler  deducting  the  estlmated  costs  of  disposal. 

Recognftlon  and.  measurement  (Indlvidual  asset) 

If  the  reooverable  amountof  a  cash-generating  asset  Es  lessthan  its  canying  amount,the  carrying  amount  ofthe  asset  is 
reduced  to  its  recoverable  amount.  This  reduction  is  an  impalrment  loss. 

An  impalrment  loss  is  recognised  immediately  in  surplus  or  deficit 

Any  Impalrment  loss  ef  a  revalued  cash-generating  asset  Is  freafed  as  a  revaluatlon  decrease. 

When  the  amount  estimated  for  an  impairment  loss  is  greater  than  the  canylng  amount  of  tha  cash-generating  asset  to  which  it 
retates,  the  municipality  reoognises  a  iiability  only  to  the  extent  that  is  a  requirement  in  the  Standard  of-GRAP. 

After  the  recognition  of  an  impairmerrt  loss,  the  depreciation  (amortisation)  charge  for  the  cash-generaflng  asset  is  adjusted  in 
foture  periods  to  allocate  the  cash-generating  assefs  revised  carrying  amount,less  Its  residual  value  (tfany),  on  a  systematic 
basls  over  Hsremalnirtg  usefol  IHe. 
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1.12  Impalrment  of  cash-generating  aeeets  (continued) 

Cash-generatlng  unlts 

if  Oiere  ts  any  indicaOon  that  an  asset  may  be  impaired,  the  recoverable  amountis  estimated  fbr  the  indhridual  asset.  If  it  is  not 
possible  to  estlmate  the  recoverable  amount  of  the  Indlvldual  asset,  the  municipality  determines  the  recoverable  amount  of  the 
cash-generating  unitto  which  the  asset  belongs  (the  assetb  cash-generating  unit). 

If  an  active  marltet  exists  fbr  the  output  preduced  by  an  asset  or  group  of  assets,  Ihat  asset  or  greup  of  assets  is  identifted  as  a 
ceah-generatlng  uiit,  even  If  some  or  all  of  the  output  is  used  Intemally.  If  the  cash  inflows  generated  by  any  asset  or  cash- 
generatlng  unlt  are  affected  by  intemal  transfer  prfdng,  the  jnunlclpallty  use  management's  best  esiimate  of  future  prlce(s)  that 
could  be  achieved  in  arm's  length  transsdions  in  estimating: 

•  the  fiiture  cash  inftows  used  to  determine  the  assefs  or  cash-generaGng  unit's  value  in  use;  and 

•  the  future  cash  outflows  used  to  determine  the  value  in  use  of  any  olher  assets  or  cash-generating  units  that  are 
affacted  by  the  inlemal  transfer  pricing. 

Cesh-generating  units  are  identified  consistently  from  period  to  period  fbrthe  same  asset  or  types  of  assets,  unless  a  change 
iajustlfled. 

The  carrying  amount  of  a  caslvgeneraUng  unlt  Is  determlned  on  a  basis  consistent  with  the  way  the  recoverable  amount  of  the 
cash-generadng  unit  is  determined. 

An  impairment  loss  Is  recognised  for  a  cash-generatlng  unit  If  the  recoverable  amount  of  the  unit  is  less  than  the  carrying 
amount  of  the  unit  The  impeirment  is  allocated  to  reduce  the  canrylng  amount  of  the  cash-generating  assets  of  the  unit  on  a 
pro  rata  basis,  baaed  on  the  carrylng  amount  of  each  asset  tothe  unit  These  reductions  in  carrying  amounts  are  treated  as 
Impainnent  losses  on  individual  assets. 

In  allocating  an  impairment  loss,  the  entity  does  not  reduce  the  carrylng  amount  of  an  asset  below  the  highest  of: 

•  Hsfairvaluelessco6t8tosel!(ifdetenninable); 

■  Hs  value  In  use  (if  determinable);  and 

•  zero. 

The  amount  of  the  impalrment  Loss  that  would  otherwlee  have  been  aliocated  tothe  asset  is  aliocatad  pro  rata  to  the  oiher 
eash-generating  assets  of  the  unit. 

Where  a  non-cash-generatlng  asset  contributes  to  a  cash-generating  unit,  a  preportion  of  the  carrying  amount  of  that  non- 
cash-generating  asset  is  allocated  to  the  carrying  amount  of  the  cash-generating  unit  prior  to  estimstkxi  of  the  racoverable 
amount  of  the  cash-generaflng  untt. 


27 


Mthonjaneni  Locai  Municipalify 

(Registration  number  KZ  285) 

Annual  Financial  Statementsforthe  yeer  ended  30  June  2015 

Accounting  Policies  


1.12  Impalrment  of  cash-generating  assets  (contlnued) 

Reversal  of  impairment  loss 

The  municipality  assess  at  each  reporting  date  whetherthere  is  any  indication  that  an  impainment  loss  recognised  in  prior 
periods  for  a  cash-generating  asset  may  no  longer  exist  or  may  have  decreased.  If  any  such  indication  exists,  the  antlty 
estlmates  fhe  lecoverable  amount  of  that  asset. 

An  impairment  loss  reoognised  in  prlor  periods  for  a  cash-generating  asset  is  reversed  if  there  has  been  a  change  in  the 
estimates  used  to  determine  the  asset’s  recoverable  amount  slnce  the  last  impairment  loss  was  recognised.  The  canying 
amount  of  the  asset  is  incneased  to  its  recoverable  amount.  The  increase  is  a  raversal  of  an  impairmerrt  loss.  The  Increased 
carrying  amount  of  an  asset  attributable  to  a  reversal  of  an  impairment  loss  does  not  axceed  the  carrying  amount  that  would 
have  been  determined  (net  of  depreciation  or  smcrtisation)  had  no  impalrment  loss  been  recognised  fbrthe  asset  in  prior 
periods. 

A  reversal  of  an  impaimnent  loss  for  a  caah-generating  asset  is  necognised  immediately  in  surplus  or  deflcit. 

Any  reversal  of  an  impairment  loss  of  a  revalued  cash-generating  asset  is  treated  as  a  revaluation  increase. 

Aftera  reversal  of  an  impairment  loss  is  recognised,  the  depreciatioh  (amortisation)  charge  fbrthe  cash-generating  asset  is 
adjusted  in  future  psriods  to  allocate  the  cash-generating  asset's  revlsed  carrying  amount,  less  ils  residual  value  (if  any),  on  a 
systematlc  basls  overits  remaining  useful  life. 

A  revereal  of  an  impairment  loss  for  a  cash-generatlng  unft  Is  allocated  to  the  cash-generatlng  assels  of  the  unlt  pro  rata  with 
the  carrying  amounts  of  those  assets.  These  increases  in  carrying  amounts  are  treated  as  reversals  of  impairment  iosses  for 
individual  assets.  No  part  of  the  amount  of  such  a  reversal  is  aliocated  to  a  non-cash-generating  asset  contributing  service 
potential  to  a  cash-generating  unit 

In  allocatlng  a  reversal  of  an  impairment  loss  for  a  cash-generatlng  unit,  the  canying  amount  of  an  asset  Is  not  Increased  above 
the  lower  of: 

■  Its  recoverable  amount  (if  deteiminable);  and 

■  the  carrying  amount  that  would  have  been  determined  (net  of  amorfisetion  or  depreciation)  had  no  Impairment  loss 
been  recognlsed  for  the  asset  in  prior  periods. 

The  amount  of  the  raversal  of  the  impairment  loss  that  would  otherwlse  have  been  allocated  to  the  asset  is  ailocated  pro  rata  to 
the  other  assets  of  the  unit. 

Redesignation 

The  redeslgnation  'of  assets  from  a  cash-generating  asset  to  a  non-cash-generating  asset  or  from  a  non-cash-generatlng  asset 
to  a  cash-gsnerating  assetonly  occurwhen  there  is  clearevidencethatsuch  a  redesignation  is  appropriate. 

1.13  Impalrment  of  non-cash-generating  asseta 

Casb-generating  assets  are  those  assets  held  bythe  municipality  with  the  primary  objective  of  generating  a  commercial  retum. 
When  an  asset  Is  deplciyed  in  a  manner  consistent  with  that  adopted  by  a  proflt-orientated  entity,  it  generates  a  comrnercial 
retum. 

Non-cash-generating  aseets  are  assets  otherthan  cash-generating  assets. 

Impairment  Is  a  loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  pver  and  above  the  systematic  reoognltlon 
of  the  loss  of  the  aaset's  future  economic  benefits  or  servioe  potentlal  through  depreclation  (amortisation). 

Qanylng  amourit  is  the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial  position  after  deducting  any 
accumulated  depreciatlon  and  accumulated  impairment  losses  thereon. 

A  cash-generating  unit  is  the  smallest  identifiable  group  of  assets  held  with  the  primary  objectlve  of  generating  a  commeroial 
retum  that  generates  cash  iriflows  ftbm  continuing  use  that  are  largefy  independent  of  the  cash  Inflqws  from  other  assets  or 
groupsofassets. 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  ths  disposaf  of  an  asset,  excluding  finanoe  costs  and  Inoome  tax 
expense. 
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1.13  Impalrmentof  non-cash-generatlng  assats  (contlnued) 

Depraciation  (Amortlsation)  is  the  eystBmetic  allocetion  of  the  depreciable  amount  of  an  asset  over  its  uaefui  IHe. 

Fair  value  less  costs  to  sell  is  the  amount  obtainable  firom  the  sale  of  an  asset  in  an  arm's  length  transaction  between 
knowledgeable,  wlling  parties,  less  the  costs  of  disposal. 

Recoverable  senrioe  amount  is  the  higher  of  a  non-cash-genereting  assefs  fair  value  iess  ooste  to  sel  and  its  value  in  use. 
Useful  Bfe  ls  either. 

(a)  the  period  of  dme  over  which  an  asset  ts  expected  to  be  used  by  the  municipaltty;  or 

(b)  the  numbar  of  produclion  or  similar  units  expected  to  be  obtained  trom  the  asset  by  the  munldpality. 

Identificstion 

When  the  carrying  amount  of  a  non-cash-generating  asset  exoeeds  its  recoverable  service  amount,  it  is  impaired. 

The  munidpality  assesses  at  sadi  reportlng  date  whetherthere  is  any  indicetfon  that  a  non-cash-generetlhg  asset  may  be 
tmpalred,  |f  any  such  Indicatlon  exists,  the  munidpality  estimates  the  reooverabis  service  amount  of  the  aeset. 

Irrespective  of  whether  there  is  any  indkalion  of  impairment,  the  entity  also  test  a  non-cash-generating  intangible  asset  wilh  an 
indefinite  useful  life  or  a  non-cash-generating  intangible  asset  not  yet  available  fbr  use  for  Impairment  annually  by  comparing  Its 
carrying  amount  with  its  recoverable  setvice  amount.  This  impairment  test  is  perfonmed  at  the  same  time  evety  year.  Ef  an 
Intanglble  asset  was  Inltlally  recognlsed  durlng  the  current  reportlng  perlod,  that  Intanglble  asset  was  tested  fpr  impairment 
before  the  end  of  the  current  reportlng  period. 

Recognltlon  and  meaeumment 

If  the  recoverable  service  amount  of  a  non-cash-generating  asset  is  less  than  its  carrying  amount,  the  carrying  amount  oFthe 
asset  is  reduced  to  tts  recoverable  servfce  amount  Thls  reduction  is  an  impainment  loss. 

An  impalrment  loss  Is  recognlsed  Immediately  in  surplus  or  defldt. 

Any  Impalrment  loes  of  a  revalued  non-caeh-generatlng  asset  la  treated  as  a  revaluation  decreaae. 

When  the  amount  estimated  fbr  an  Impalrment  loss  is  greaterthan  the  canylng  amount  of  the  non-cash-generatlng  assetto 
which  it  relates,  the  municipality  recognises  a  liability  only  to  Ihe  extent  that  is  a  requiremant  in  the  Standards  of  GRAP. 

After  tiie  recognition  of  an  impairment  loss,  the  depreciation  (amortisation)  chatge  fbr  the  non-cash-generating  asset  is 
adjusted  In  future  periods  to  aiiocate  the  non-cash-generating  assefs  revlsed  cariylng  amount,  less  Its  resldual  value  (if  any), 
on  a  systematic  basis  over  its  remalning  useful  life. 

Reversal  of  an  impalrment  loes 

The  municlpallty  assess  at  each  reporting  date  whether  there  is  any  indication  that  an  impairmbnt  ioss  racognised  in  prfor 
periods  for  a  non-cash-generating  asset  may  no  longer  exist  or  may  have  decreased.  If  any  such  mdication  exists,  the . 
munidpaBty  estimates  the  recovereble  service  amount  of  that  asset, 

An  impairment  loss  recognised  in  prfor  perlods  for  a  non-cash-generating  asset  is  reveraed  if  therehaB  beena  change  in  the 
estimates  used  to  determlne  the  assef  s  recovereble  senrice  amount  since  the  last  impaliment  loss  wes  recognlsed.  The 
carrylng  amount  of  the  asset  is  Increased  to  its  recoverable  service  amount  The  Increaea  is  a  revereal  of  an  impalrment  loss. 
The  increased  carrying  amount  of  an  asset  attributable  to  a  raversal  of  an  impairment  loss  does.  not  exceed  the  carrying 
amount  that  would  have  been  determlned  (net  of  depredatlon  or  amortisation)  had  no  Impalrment  loss  been  recognised  forthe 
asset  ln  prlor  periods. 

A  reversal  of  an  impainnent  loss  for  a  non-cash-generattog  asset  is  recognised  immediately  in  surplus  or  defldt. 

Any  reversal  of  an  Impaimnent  loss  of  a  revalued  non-cash-genereting  aseet  is  treated  as  a  revaluation  Increase. 

After  a  reversal  of  an  impainnent  loss  is  recognised,  the  depreciation  (amortisatfon)  charge  for  the  non-cash-genereting 
is  adjusted  in  futaire  periods  to  allocatethe  non-cash-generating  assefs  revised  carrying  amounf,  less  lt$  residual.valife  fif  any), 
on  a  systematic  basis  over  its  remaining  useful  Itfe. 
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1.13  Impairment  of  non-cash-generatlng  assets  (continued) 

Redesignatlon 

The  redesignation  of  assete  from  a  cash-generating  asset  to  a  non-cash-generating  asset  or  from  a  non-cash-generating  aseet 
to  a  cash-generatirig  asset  only  occur  when  there  ie  dear  svidence  that  such  a  redesfgnatlon  is  appropriate. 

1.14  Employee  benefits 
Short-tsrm  employee  benefits 

The  cost  ofahort-term  employee  beneflts,  (those  payable  withhri  12  months  afterthe  servtce  is  rendered,  such  as  pard  vacation 
leave  and  sickleave,  bonuees,  and  non-;monetary  benefits  such  as  medical  care),  are  recognised  in  the  period  in  which  the 
servlce  is  rendered  and  are  not  diecounted. 

Ths  expected  cost  of  compensated  absences  is  recognlsed  as  an  expense  as  the  employees  render  services  that  increase 
theirentitlement  or,  in  the  case  of  non-accumulating  absences,  when  the  absence  occure. 

The  expected  cost  of  surplus  sharing  and  bonus  payments  is  recognised  as  an  expense  when  there  is  a  legal  or  constructive 
obligation  to  make  such  payments  as  a  resuit  of  past  performance. 

Defined  contrlbutlon  plans 

Payments  to  defined  contribution  retirement  benefit  pians  are  charged  as  an  expense  as  they  fall  due. 

Paymente  made  to  industry-managed  (or  state  plans)  retirement  benefit  schemes  are  dealt  with  as  defined  contribution  plans 
where  fhe  entit/s  obllgatlon  under  the  schemea  is  equivalent  to  ttiose  arlslng  in  a  definad  contribution  refirement  beneflt  plan. 

Deflned  benefit  plans 

For  delined  benefit  pians  the  cost  of  providing  the  benefits  is  determined  using  the  projected  credit  method. 

Actuarial  valuations  are  conducted  on  an  annual  basis  by  independent  actuarles  separately  for  each  plan. 

Conaideratlon  Is  glven  to  any  event  that  could  impact  the  fiinds  up  to  end  of  the  repoiting  period  where  the.interim  valuatlon  is 
parformad  at  an  earlier  date. 

Past  service  costs  are  recognised  immediately  to  the  srtent  that  the  benefits  are  already  vested,  and  are  otherwise  amortised 
on  a  straight  line  basis  over  the  average  period  until  the  amended  benefite  become  vested. 

To  the  extent  that,  at  the  beginning  ofthe  financial  period,  any  eumulatlve  unrecognised  actuarial  gain  or  ioss  exceeds  ten 
percent  of  the  greater  of  the  present  value  of  the  projected  benefit  obligation  and  the  fisir  valueof  the  plan  assets  (the  corridor), 
thatporfion  is  recognised  in  surplus  ordefldt  overthe  expected  average  remaining  service  lives  of  parficipafing  amployees. 
Actuarial  gains  or  losses  wlthin  the  corridor  are  not  recognised. 

Gains  or  losses  on  the  curtallment  or  settlement  of  a  delined  benefit  plan  is  recognised  when  the  entity  is  demonstrabiy 
committed  to  curtallment  or  settlement. 

.  When  it  is  virtually  certain  that  another  party  will  reimburse  some  or  all  of  the  expenditure  required  to  settle  a  deflned  beneflt 
obligation,  the  right  to  reimburaement  is  recognised  as  a  separate  asset.  The  asset  is  measured  at  fair  value.  In  all  other 
respecte,  the  asset  is  treated  in  the  same  way  as  plan  assets.  in  surplus  or  deficlt,  the  expenae  relating  to  a  defined  benefit 
plan  is  presenfed  as  the  net  cf  the  amount  recognised  for  a  reimbursement 

The  amount  recognlsed  in  the  statement  of  financial  positlon  represents  the  present  value  of  the  defined  benefit  obllgatlon  as 
adjusted  for  unrecognised  actuarial  gains  and  losses  and  unrecognissd  past  seivice  coste,  and  reduces  by  the  falr  vaiue  of 
plan  assets. 

Any  asset  is  limited  to  unrecognised  actuarial  losses  and  past  service  coste,  plusthe  prasent  value  of  available  rafonds  and 
reduction  in  future  corrtrlbutlons  to  the  plan. 
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1.14  Employee  benefite  (contlnued) 

Other  poet  netlrement  obligations 

The  entlty  provides  poet-retirement  heahh  care  benefits,  houslng  subsldias  and  gnatulties  upon  ratirement  to  some  reHrees. 

The  entltlement  to  post-retirement  health  care  benafits  is  based  on  the  employee  remaining  in  servica  up  to  retirement  age  and 
Ihe  oompletion  of  a  mlnlmum  servloe  perlod.  The  expected  costs  of  these  benelits  are  accrued  over  the  period  of  employment. 
Independent  qualified  actuerfes  carry  out  valuations  of  these  obligations.  The  entlty  aleo  provides  a  gratulty  and  houslng 
subsidy  on  rstirementto  certain  empbyees.  An  annual  chaigeto  Income  Is  made  to  coverboth  theee  Ibbllities. 

1.15  Provblons  and  contlngeneiee 
Provislons  are  reoognised  when: 

■  the  murficipallty  has  a  present  obllgation  as  a  result  of  a  past  event; 

•  it  is  probabb  that  an  outflow  of  resources  embodying  economic  benefits  or  servfce  potentb!  wfll  be  requlred  to 
settb  the  obligation;  and 

•  a  relbUe  estlmate  can  be  made  of  the  obllgatlon. 

The  amount  of  a  provlsion  is  the  best  estimab  of  the  expenditure  expected  to  be  required  to  settle  the  present  obligation  ai  the 
reporfing  date. 

Where  the  effect  of  fime  value  of  money  is  material,  the  amount  of  a  provlslon  b  the  present  value  of  the  expenditures 
expected  to  be  requlred  to  settle  the  obfigatlon. 

The  dlscount  rate  Is  a  pre-tax  rate  that  reflects  current  market  assessmenb  of  fiietime  value  of  money  and  the  riske  apecffic  to 
the  liabillty. 

Where  some  or  all  of  the  expenditure  lequired  to  settle  a  provision  Is  expectad  to  bereimbursed  by  another  party,  the 
reimbursement  is  recognlsed  when,  and  only  when,  It  is  vbtually  certain  that  reimbursement  wiil  be  reoeived  if  the  municipalrty 
settles  the  obligation.  The  reimbureement  is  treated  as  a  separata  asset.  The  amount  recognised  tor  the  relmbursement  does 
not  exceed  the  amount  of  the  proviston. 

Provisions  are  revtewed  at  each  reporfing  date  and  adjusted  to  raftect  the  current  best  esfimate.  Provtelons  are  rewrsed  If  It  b 
no  longer  probabb  that  an  outflow  of  resounces  embodying  economlc  benefits  or  service  potential  vwll  be  requlred,  to  setde  tha 
obligation. 

Where  discounting  b  used,  the  barrying  amount  of  a  pnovfabn  inoreases  In  each  period  to  reflect  the  passage  of  time.  This 
increase  is  recognteed  as  an  intereat  expense. 

A  provlslon  Is  usad  only  for  expendlturss  fbr  whlch  the  provlston  was  originaly  recoghlsed. 

Provislons  are  not  recognised  forfuture  opsrstlng  defidte. 

If  an  entity  has  a  contract  that  Is  onerous,  the  present  obligation  (net  of  recoveries)  under  the  oontraot  is  recognised  and 
measured  as  a  provision. 

A  constnjctlve  obligation  to  restructure  arises  only  when  an  entity: 

•  has  a  detailed  formal  plan  for  Ihe  reatructuring,  kJentlfylng  at  least: 

the  acfivRy/operating  unlt  or  part  of.  a  actjvlty/operating  unlt  ooncemed; 

-  the  princlpai  locations  afhcted;  - 

the  tocation,  function,  and  approximate  number  of  employees  who  wlll  be  compansated  for  services  being 
tenrnlnated; 

the expenditures  that  wlll  be  undertaken;  and 

-  when  the  plan  will  be  implemented;  end  ’ 

•  has  raised  a  valid  expectation  in  those  affected  that  It  wfll  carry  outtherestnjcturing  by  tearfing  to  implementlhat 
pbn  or  announcing  Ks  maln  featuras  to  those  affected  by  it. 

A  restructuring  provbion  Indudes  oniy  the  dlnect  expendHures  arislng  ftom  the  restructuring,  which  are  those  that  are  both: 

•  necessarily  entailed  by  the  restructuring;  and 

•  not  assoclsted  with  the  ongoing  actlvlties  of  the  munlclpallty 
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1.15  Provtslons  and  contingenclea  (eontinued) 

No  obligation  arlses  as  a  oonsequence  of  the  sale  or  transfer  of  an  operation  until  the  municipality  is  committed  to  the  sale 
or  transfer,  that  is,  there  Is  a  blndlng  arrangement 

Aftor  their  inftial  recognltion  contingent  liabllltles  recognised  in  entity  combinatlonsthatare  recognised  separately  are 
subsequently  measured  at  the  higher  of: 

•  theamountthatwouldberecognisedasaprovision;and 

•  the  amount  initially  recognised  less  cumulative  amortisdtion. 

Contingent  assets  and  contingent  liabiltties  are  not  recognieed.  Contfngencies  are  dlsclosed  In  nots . 

A  financial  guarantee  contract  Is  a  contract  that  requires  the  issuer  to  make  speciiied  payments  to  reimburss  the  holder  for  a 
loss  tt  incurs  because  a  specified  debtor  fails  to  make  payment  when  due  in  accordance  with  the  original  or  modified  terms  of  a 
debt  Instrument. 

Loan  commltment  Is  a  firm  oommitment  to  provide  credit  under  pre-specified  terms  and  conditions. 

The  munlcipallty  recognlses  a  provision  for  flnancial  guarantees  and  loan  commltments  when  it  Is  prabable  that  an  outflow  of 
resouroes  embodying  economic  benefits  and  service  potentiai  will  be  required  to  settle  the  obilgatlon  anda  reliable  estimale  of 
the  obligation  can  be  made. 

Determinlng  whether  an  oulflow  of  resouraes  is  prabable  in  relation  to  financial  guarantees  requires  judgement.  Indications  that 
an  outflow  of  resources  may  be  probable  are: 

•  financial  difficulty  of  the  debtor; 

•  defaults  or  delinquendes  In  interest  and  capital  repayments  by  the  debtor; 

•  breaches  of  the  terms  of  the  debt  instmment  that  result  in  it  being  payable  eerller  than  the  agraed  term  and  tha 
ability  of  the  debtor  to  settle  its  obligation  on  the  amended  terms;  and 

•  a  decllne  In  prevalllng  economic  drcumstances  (e.g.  high  interest  rates,  infiatlon  and  unemployment)  that  Impad  on 
the  ability  of  entities  to  repay  their  obligations. 

Where  8  fae  is  received  by  thd  municipality  for  issuing  a  finandai  guarantse  and/or  where  a  fee  is  charged  on  loan 
commHments,  it  is  considered  in  determining  the  best  estimate  of  the  amount  required  to  settle  the  obligation  at  reporting  date. 
Where  a  fee  is  charged  and  the  munlclpallty  considers  that  an  outflow  of  economlc  resources  Is  probable,  an  municlpallty 
recognises  the  obligation  at  the  higher  of: 

■  the  amount  detemnlned  uslng  In  the  Stendard  of  GRAP  on  Provisiona,  Contlngent  Liabilifies  and  Contingent  Assets; 

and 

•  the  amount  af  the  fee  inifially  recognised  less,  where  appropriate,  cumulafive  amortisation  recognised  in  accordance 
with  the  Standard  of  GRAP  on  Revenue  from  Exchange  Transactions. 
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1.16  Provlalona  and  contlngendes  <contlnued) 

Levles 

A  lavy  i8  an  outflow  of  tesources  embodying  economic  beneflts  that  is  imposed  by  govemments  on  entities  in  accordance  with 
legislatlon  (i.e.  laws  and/or  regulations),  olher  than: 

■  those  outflows  of  nesourcesthat  are  within  the  scope  of  other  Standards,  and 

■  fines  or  ottier  penalties  that  are  imposed  for  breaches  of  the  legislation. 

Govemment  refere  to  govemment,  govemment  agencles  and  slmllar  bodles  whether  tocal,  natlonal  or  Intemational. 

The  obligating  event  that  gives  rise  to  a  liability  to  pay  a  levy  is  the  activity  that  triggers  the  payment  of  the  levy,  as  identified  by 
the  legislation. 

The  municipalily  does  not  have  a  oonstructive  obligation  to  pay  a  levy  that  will  be  triggersd  by  opsrating  in  a  toture  period  as  a 
result  of  the  munkapelity  being  economically  compelled  to  continue  to  operate  in  that  future  period.  The  preparation  of  financial 
statements  under  the  going  concem  assumption  does  not  imply  that  the  munldpality  has  a  present  obligation  to  pay  a  levy  that 
wlll  be  triggered  by  operatlng  in  a  future  period. 

The  liablllty.to  pay  a  levy  Is  recognlsed  progressively  if  the  obligating  event  oocurs  over  a  period  of  time  (i.e.  if  the  activity  that 
triggers.lhe  payment  of  the  levy,  as  identilied  by  the  legislation,  occurs  over  a  pertod  of  time). 

If  an  obiigation  to  pay  a  levy  is  triggered  when  a  minimum  threshold  is  reached,  the  corresponding  liability  is  recognised  when 
that  minimum  threshold  Is  reached. 

The  nfunidpallty  recognlses  an  asaet  tf  ft  hae  prepald  a  levy  but  does  not  yet  havs  a  present  obllgation  to  pay  that  levy. 

1.16  Commitments 

Items  are  classlfled  as  commitments  whan  sn  entity  has  committed  itsetf  to  future  trarvsactions  that  will  nomnally  result  in  the 
outflowofcash. 

Commitmsnts  for  whlch  disclosure  is  necessary  to  achleve  a  falr  presentatlon  should  be  dladosed  In  a  noto  to  the  flnandal 
statements,  if  both  the  followlng  criteria  are  met: 

■  Contracts  shouid  be  non-cancallable  or  only  canceHable  at  significarrt  cost  (for  example,  contracto  for  computor  or 
building  mairrtenance  services);  and 

•  Contracts  should  relate  to  something  other  than  the  routine,  steady,  stoto  business  of  the  enttty  -  therefore  salary 
commitments  relating  to  employment  oorrtrads  or  sodal  security  benefit  commitments  are  excluded. 

1.17  Rsvenue  from  exchenge  transactlons 

Revenue  is  Ihe  grass  inflow  of  economic  benefito  or  servtee  potential  during  the  reporting  period  when  tiioae  Inflowa  resutt  in  en 
increase  In  net  assets,  other  than  Increases  relating  to  eontributions  finom  owners. 

An  exchange  transaction  is  one  in  which  the  municipality  receives  assets  or  sarvtces,  or  has  liabiHties  extinguished,  and  directiy 
gives  appreximately  equal  value  (prlmarfly  in  the  form  of  goods,  services  or  use  of  assets)  to  the  otiier  party  in  exchange. 

Fair  value  is  the  amount  for  whtch  an  asset  couid  be  exchangsd,  or  a  liability  settied,  between  knowtodgeable,  willing  parlfes  in 
an  arm's  length  tranaaction. 

Measurement 

Revenue  is  measured  at  the  fair  value  of  the  consideration  received  or  receivabie,  net  of  trade  discounts  and  volume  rebates. 
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1.17  Revenuefrom  exchange  tranaaetions  (contlnued) 

Sale  of  goods 

Revenue  ffom  the  sale  of  goods  is  reeognlsed  when  all  the  following  conditions  have  been  satisfied: 

•  the  munictpality  has  transfemad  to  the  purchaser  the  significant  risks  and  rewards  of  ownership  of  tha  goods; 

•  the  munlclpalHy  retains  neither  continuing  managerial  involvement  to  the  degree  usually  assoclated  with 
ownerahip  rtor  effective  control  over  the  goods  sold; 

•  theamountofrevenuecanbemeasuredreliably; 

•  it  is  probable  that  the  economic  benefits  or  service  potentlal  assodated  with  the  transactlon  wlll  flow  to  the 
iminitipality;  and 

•  the  costs  incurred  or  to  be  Incurred  in  respect  of  the  transacdon  can  be  irieasured  reiiabiy. 

Rendering  ofservices 

When  the  outcome  of  a  transaction  involving  the  rendering  of  services  can  be  estimated  reliably,  revenue  assodated  wilh 
the  transacfion  Is  recognised  by  reference  to  the  stage  of  completion  of  the  transacfion  at  the  reporting  date.  The  outcome 
of  a  transaction  can  be  estimated  reiiably  when  all  the  fbllowing  conditions  are  satisfied: 

•  the  amount  of  revenue  can  be  measured  reliably; 

•  it  is  probable  that  the  economic  benefits  or  seiyfce  potential  assodated  with  the  transaction  wlll  fiow  to  the 
munidpality; 

•  the  stage  of  compietlon  of  the  transaction  at  the  reportlng  date  can  be  measured  reliably;  and 

•  the  oosts  incurred  forthe  transaction  and  the  costs  to  complete  the  transadlon  can  be  measured  reliably. 

When  services  are  perfbrmed  by  an  indetermlnate  number  of  acts  over  a  spedfied  tlme  firame,  revenue  is  recognised  on  a 
stralght  line  basis  over  the  speclfied  time  frame  unless  there  is  evldence  that  some  other  method  better  represonts  the  stage  of 
comptetion.  When  a  specific  act  is  much  more  significant  than  any  other  acts,  the  recognltlon  of  revenue  Is  postponed  until  the 
significant  act  Is  sxecuted. 

When  the  outcome  of  thetransaction  involvlng  the  rendering  of  services  cannot  be  estimated  reliably,  revenue  Is  recognised 
only  to  the  extent  of  the  expenses  recognised  that  are  recoverable. 

Interest,  royalties  and  dividends 

Revenue  arising  from  the  use  by  others  of  entity  assets  yielding  interest,  similar  distributions  Is  recognised  when: 

•  It  is  probable  that  the  economlc  benefits  or  service  potential  assodated  with  the  transaction  will  flowto  the 
munidpality,  and 

•  The  amount  of  the  revenue  can  be  measured  rellably, 

Interest  is  recognlsed,  in  surplus  ordeficit,  uaing  the  effecflve  interest  rate  method. 

Service  fees  included  in  the  price  of  the  product  are  recognised  as  revenue  over  the  period  durlng  which  the  service  is 
perfbrmed. 

1.18  Revenue  from  non-exchange  transactlons 

Revenue  comprises  gross  inflows  of  economlc  benefits  or  service  potential  recelved  and  receiveble  by  an  munidpallty,  which 
representsen  increase  in  netassets,  otherthan  increaaes  relaflng  to  contrlbutions  from  owners. 

Condltfons  on  transferred  assets  are  stipulations  that  specify  that  the  fiiture  economic  benefits  or  service  potential  embodied  in 
the  asset  is  required  fo  be  consumed  by  the  redpierrt  as  speclfled  or  future  economic  benefits  or  service  potential  must  be 
retumed  to  the  transferor. 

Control  of  an  asset  arise  when  the  municipality  can  use  or  othenvise  benefit  from  the  asset  in  pursuit  of  its  objeeflves  and  can 
exclude  or  otherwise  regulate  the  access  of  othere  to  that  benefiL 

Exchange  transactions  are  transactfons  in  which  one  entity  receives  assets  or  services,  or  has  liabilities  exflnguished,  and 
directly  glves  approximately  equal  value  (primarily  in  the  fbrm  of  cash,  goods,  services,  or  use  of  assets)  to  another  entity  in 
exchange. 

Expenses  paid  through  the  tax  system  are  amounts  that  are  available  to  beneficiaries  regardless  of  whether  or  not  they  pay 
taxes. 
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1.18  Revenuefram  non-exchange  transactions  (eontinued) 

Flnes  are  economic  beneflts  or  service  potantlal  recelved  or  receivable  by  entltles,  as  determlned  by  a  court  ar  othar  law 
enforcement  body,  as  a  consequence  cif  the  breach  of  laws  or  regulatlons. 

Non-exchange  transactions  are  transactions  that  are  not  exohange  transactions.  In  a  non-exchange  transaction,  an 
municipality  ejther  receives  vaiue  from  another  municipaity  without  direcUy  ghring  approxlmately  equal  value  in  exchange,  or 
gives  value  to  another  munidpality  without  dinectly  receiving  approximately  equal  vaiue  in  exchange. 

Restridions  on  transferred  assets  are  aHpulatlons  that  Bmitor  dlrectthe  purposesforwhlch  a  transhrred  asset  may  ba  used, 
but  do  not  spedfy  that  future  economlc  beneftts  or  servioe  potentlal  fs  required  to  be  retumed  to  the  transferor  |f  not  depfeyed 
as  spedfled. 

■Stipulatlons  on  transferred  assets  are  tenhs  in  iaws  or  regulation,  or  a  binding  anangement,  imposed  upon  the  use  of  a 
transferred  asset  by  entttles  extemal  to  the  reporting  munidpality. 

Tax  expendttures  are  preferenliai  provisions  of  the  tax  law  that  provide  certain  taxpayers  with  conoessions  that  ara  not  avaBsbie 
toothers. 

The  taxable  evant  is  the  event  thst  the  govemment,  legislature  or  other  authoriiy  has  determined  will  be  subject  to  taxation. 

Taxes  are  economic  benefits  or  servics  potential  compulsority  paid  or  payable  to  enttties,  in  accordance  with  laws  and  or 
reguiatfons,  estabilshedto  provide  revenue  to  govemment  Taxes  do  not  indude  fines  or  other  penalttes  impossd  fbr  braaches 
ofthelaw. 

Transfers  are  inflows  offuture  economk;  beneftts  or  service  potentlal  from  non-exchange  transactions,  otherthan  taxes. 
Rscognitlon 

An  inflow  of  resources  from  a  non-exchange  trartsaction  reoognised  as  an  asset  is  recognlsed  as  revenue,  except  to  the  extent 
that  a  liabllity  Is  also  recognlsed  ln  respect  of  the  same  Irrflow. 

As  the  muntdpaltty  satlsfles  a  present  obligation  recognised  as  a  liability  in  respect  of  an  inflow  of  resouroes  from  a  non- 
axchange  transactlon  rscognieed  as  art  asset,  lt  reduces  the  carrylng  amount  of  ttie  llablltty  recognlsed  and  recognlses  an 
amount  of  revenue  equal  to  that  reductfon. 

Measurement 

Revenue  from  a  non-exchange  transaction  is  measured  at  the  amount  of  the  increase  in  net  assets  recognised  by  the 
municipallty. 

When,  as  a  result  of  a  non-exchange  transaotlon,  the  munldpallty  recognisea  an  asset,  tt  also  reoognlses  revenue  equivalant 
to  the  amoiint  oftheasset  measured  at  Hs  feir  value  as  atthe  dato  of  acquisttion,  unless  it  Is  also  raqulred  to  recognlse  a 
llabirity.  Where  a  Bablllty.  is  requiredto  be  recognised  it  will  be  measured  as  Ihe  best  estlmate  of  the  amount  required  to  setlle 
the  obllgatton  at'the  reporting  date,  and  Ihe  amount  of  the  Increase  in  net  assets,  ifany,  recognised  as  revenue.  When  a 
liabitity is  subsequently  reduced,  because  the  taxable  avent  occurs  or  a  condttion  is  satisfled,  the  amount  of  the  reduction  in  the 
Bability  is  recognised  as  revenue. 
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1.18  Revenuefrom  non-exchange  transactione  (continued) 

Taxes 

The  municipality  reoognises  an  asset  in  respect  of  taxes  when  the  taxable  event  occurs  and  the  asset  recognition  criteria  are 
meL 

Resouroes  arising  from  taxes  satisfy  the  definWort  of  en  asset  when  the  municlpality  controls  the  resources  as  a-result  of  a  past 
event  (the  taxafale  event)  and  expects  to  receivo  future  economic  benefits  or  service  potential  firom  those  resources.  Resources 
arising  firom  taxss  satisfy  the  crfterla  fior  recognition  as  an  asset  when  it  is  probafale  that  the  infiow  of  rssources  will  occur  and 
their  falr  value  can  be  reliably  measured-  The  degree  of  probability  atiached  to  theinflow  of  resouroes  is  determined  on  the 
basls  cf  evidence  available  at  the  time  of  initial  recognition,  which  indudes,  but  is  not  limited  to,  disclosure  of  the  taxable  event 
bythe  taxpayer. 

The  municipality  analyses  the  taxation  laws  to  determine  what  the  taxable  events  are  fbr  the  various  taxes  levied. 

The  taxable  event  fior  Income  tax  is  the  eaming  of  assessable  income  during  the  taxation  period  by  the  taxpayer. 

The  toxabie  event  for  value  added  tax  is  the  undertoidng  of  taxable  actfvlty  durlng  Ihe  taxation  period  by  the  toxpayer. 

The  toxable  event  fior  customs  duty  is  the  movement  of  dutiabie  goods  or  services  across  the  customs  boundsry. 

The  toxable  event  for  estote  duty  is  the  death  of  a  person  owning  taxable  property. 

The  taxable  eventfor  property  tax  is  the  passing  of  the  date  on  which  the  tax  is  Eevied,  or  the  period  fbr  which  the  tox  is  levied,  If 
the  tax  is  levied  on  a  periodic  basis. 

Taxation  revenue  is  determined  at  a  gross  amount.  it  is  ngt  reduced  fbr  expenses  paid  through  the  tax  systom. 

Transfers 

Apart  ffom  Services  in  kind,  which  are  not  recognised,  the  municipalrty  recognises  an  asset  In  respect  of  transfers  when  the 
transferred  resources  meet  the  definition  of  an  asset  and  safisfy  the  criteria  fbr  recognition  as  an  asset. 

The  munlclpallty  recognisas  an  asset  in  respect  of  transfere  when  the  transferred  resources  meet  the  definition  of  an  asset  and 
satisfy  the  criteria  fbr  recognition  as  an  asset. 

Transfisrred  assets  are  measured  at  thelr  fialr  value  as  at  the  date  of  acquisition. 

Flnee 

Fines  are  recognised  as  revenue  when  the  receivable  meets  the  definition  of  an  asset  and  satisfies  tbe  critaria  for  recognition 
as  an  asset. 

Assets  arising  from  flnes  are  measured  at  the  best  estimate  of  the  Inflow  of  resources  to  the  municipaiity. 

Where  the  municipaEHy  collects  fines  in  the  capacity  of  an  agerrt,  the  flne  wlll  not  be  revenue  of  the  collecfing  entity. 

Gifts  and  donations,  Indudlng  goods  in-klnd 

Gifts  and  donations,  including  goods  in  kind,  are  recognised  as  assets  and  revenue  when  itis  probablethatthefuture 
economic  benefits  or  service  poterrtial  will  flow  to  the  munlclpality  and  the  fair  value  of  the  assets  can  be  measured  rellably. 

1.18  Unauthorised  expenditure 

Unauthorised  expenditure  means: 

•  overspending  of  a  vote  or  a  main  dlvlslon  wlthln  a  vote;  and 

•  .expenditure  not  in  accordance  with  the  purpose  of  e  vote  or,  in  the  case  cf  a  maln  divfsion,  not  in  accordance  wifii 
the  purpose  of  the  main  division. 
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1.19  Unauthorlsed  expendlture  (eonfipuad) 

All  expenditura  mlatlng  to  unauthorlaed  expenditure  Is  recognlsed  as  an  expenae  In  the  statement  offlnancial  performance  in 
the  year  that  the  expenditure  was  incurrsd.  The  expendHure  Is  classified  in  accordance  with  the  nature  of  the  expense,  and 
where  recovered,  It  b  subsequently  accounted  for  as  ravenue  in  the  statement  of  flnandal  performance. 

1-20  Fruitfess  and  wasteful  expendlture 

Frultiess  expenditure  means  expenditure  which  was  made  in  vain  and  would  have  been  avoided  had  reasonable  care  been 
axercised. 

All  expenditure  relating  to  fruitless  and  wasteful  expendHue  is  recognised  as  an  expense  In  the  statement  of  finandal 
perfbrmanoe  in  the  year  thatthe  expendlture  was  incurred.  The  expenditure  is  dassified  in  acoordance  with  the  nature  of  the 
axpense,  and  where  reoovered,  it  is  subsequently  accounted  fbr  as  revenue  In  ihe  statement  of  financial  performance. 

1.21  Irregular  expendKurs 

Irregular  expendilure  Is  expenditure  that  Is  contrary  to  the  Munldpal  Finance  Management  Act  (Act  No.56  of  2003),  the 
Munitipa!  Systems  Act  (Act  No.32  of  2000),  and  the  PubBc  Office  Bearere  Act  (Act  No.  20  of  1 998)  oris  in  contraventlon  of  the 
economic  entlt/s  supply  chain  manegement  policy.  Irregular  expsndrture  exdudes  unauthorised  expenditure.  Irregular 
expenditure  is  accounted  for  as  expendflure  in  the  Statement  of  Finandal  Performance  and  where  reooverad,  it  is  subssquently 
accounted  for  as  revenue  in  the  Statement  of  Finantial  Perfbrmance. 

1.22  Budget  Enfbrmation 

Munlclpellty  ere  typically  subject  to  budgelary  llmlts  In  the  form  of  eppreprlatione  or  budget  authorlsatlons  (or  equlvalent),  which 
Is  glven  effectthmugh  authorising  legblaflon,  approprlatlon  orslmllar. 

Qenerel  purpose  finandal  reporting  by  munidpality  shall  pravide  informatlon  on  whether  resources  were  obtained  and  used  in 
accordance  wifli  the  legally  adopted  budget, 

The  appreved  budget  is  prepared  on  a  accrual  basls  and  presented  by  econornic  dassification  linked  to  performance  outoome 
objectivea. 

The  approved  budgetcovers  the  fiscai  period  from  2014/07/01  to  2015/06/30. 

The  annual  flnandal  statements  and  the  budget  are  on  the  same  basls  of  accounting  therefore  a  oomparison  with  the  budgeted 
amounts  for  the  reporting  perlod  have  been  included  in  the  Statement  of  comperison  of  budget  and  actual  amounts. 

The  Statement  of  comparatlve  and  actuai  information  has  been  included  in  the  annual  financlal  afotowwitB  as  the 
recommended  dbdosura  when  the  annual  flnandal  statements  and  the  budget  are  on  the  same  basls  of  accountlng  as 
determlned  by  Natlonal  Treasury.  ■ 

1.23  Ralated  parties 

The  munlclpallty  operates  in  an  economic  sector  currently  dominated  by  entitles  dredly  or  indirectiy  owned  by  the  South 
Alrican  GovemmenL  As  a  consequence  of  the  constitutional  independence  of  the  fhree  spheres  of  govemment  in  South  Africa, 
only  entifies  within  the  national  sphere  of  govemment  are  considered  to  be  related  parties. 

Management  are  thoss  psrsons  responslble  for  plannirvg,  directlng  and  controlling  the  actlvities  ofthe  munlclpelity,  Indudhg 
those  charged  wtth  the  govemance  of  the  municipality  b  accordance  wlth  legblation,  in  instances  where  they  are  requlred  to 
perform  such  foncfions. 

Close  members  of  thefamlly  of  a  pereon  are  consldered  to  be  those  fomlly  members  who  may  be  expected  to  influence,  or  be 
influenced  by,  that  management  In  thelr  dealings  vwth  the  municipallty. 

Only  transacUons  witfi  related  partles  not  at  arm’s  length  or  not  In  the  ordlnary  course  of  buslness  are  dlsdosed. 
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Figures  In  Rand  2015  2014 


2.  New  standards  and  interpretatlons 

2.1  Standards  and  Interpretations  effectfve  and  adopted  fn  the  current  year 

There  are  no  new  standaids  and  interpretations  effective  In  the  currentyear,  only  the  improvements  to  GRAP5  (Borrowing 
cost)  and  GRAP1 00  (Diacontinued  operations),  whlch  dld  not  have  any  impact  to  the  municipality 

2.2  Standards  and  Interpietatlons  not  yet  effective  or  relevant 

The  fbilowing  standards  and  interpretations  have  been  published  and  are  mandatory  forthe  municipalrt/s  accounting 
periods  beginning  on  or  afler  01  July  2015  or  later  periods  but  are  not  relevartt  to  its  operations: 


Standaid/  Interpretatlon:  Effective  data: 

GRAP 105  :  Transfar  or  functipns  between  Munlclpallties  under  1  Aprll  2015 

common  control. 

GRAP 106 :  Transfsr  of  fiinctlons  betwesn  Municipallties  not 
undercommon  control. 

GRAP107:  Mergere 


Expected  impsct: 

Ths  standards  will  have 
no  impact  on  the 
municipallty's 
operatlons. 


3.  Blologlcal  assets 


2015 

2014 

Cost/ 

Veluatlon 

Aecumulatod  Carrying  value 
depreclatlon 
.  and 

aeeumulated 

impafrment 

Cost/ 

Valuatlon 

Accumulated  Carrying  vaiue 
depreciation 
and 

accumulated 

impairment 

Plants 

2  264  535 

- 

2  264  535 

3  971  018 

- 

3  971  018 

Reconclllatlon  of  biological  assets  -  2015 

Plants 

Opaning 

balance 

3971  018 

Impairment 

loss 

(1  706  483) 

Total 

2264  535 

RsconciHation  of  blological  assets  -  2014 

Plants 

Openlng 

balance 

5  136  310 

Galns  or 
losses  arlslng 
from  changes 
Infalrvalue 
434108 

Impalrment 

loes 

(1  599  400) 

Total 

3  971  016 

Transltlonal  provisfons 

4.  Investment  property 

2015 

2014 

Cost  / 
Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impalrment 

Cost/ 

Valuation 

Accumulated  Carrying  value 
depreclatlon 
. .  and 

accumulated 

impalrment 

Investment  property 

2  742  760 

(334  340) 

2  408  420 

2  742  760 

(293  510) 

2  449250 
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Flgures  in  Rand 

2015 

2014 

4.  tnvestmant  property  (eontlnued) 

Reconcillation  off  Investment  property-  2015 

Opening 

Depreciation 

Totsl 

Investment  property 

balance 

2  449  250 

(40830) 

2  408420 

Reconclliation  ef  Invastment  property  •  2014 

Opening 

Depreciation 

Total 

Investment  property 

baiarce 

2  490  079 

(40  829) 

2  449  250 

A  reglster  containing  the  Information  requlred  by  section  63  Of  the  Munldpal  Finanoe  Managament  Act  ia  avallable  for 
inspection  at  the  reglatered  office  of  the  municEpality. 

5.  Property,  plant  and  equlpment 


2015 

2014 

Coet  / 
Vsluadon 

Accumulated  Carryfng  vaiue 
depredation 
and 

accumulated 

Impaiiment 

.  Coet/ 
Valuatlon 

Accumulated  Carrying  value 
dapredatlon 
and 

accumulated 

impalrment 

Land 

2  562  011 

2  562  011 

2  562  011 

• 

2  562  011 

Bulldlngs 

41  557  980 

(6615  153) 

32  942  827 

42  328  692 

(7674401) 

34664291 

Infrastructure 

97889  731 

(7  426  318) 

90  463  413 

72  124  108 

(5569128) 

66  554  980 

Other  property,  plantand 

12427  902 

(5 161  059) 

7  266  843 

11  148  340 

(4  211  042) 

6  937  298 

equlpment 

Assets  under  conatnictlon 

26485  034 

■ 

28485  034 

33151  517 

- 

33151  517 

Total 

180  922  658 

(21202  530) 

158  720128 

161  314  668 

(17  454  571) 

143  880  097 

Reconclllatlon  of  property,  plant  and  equlpment- 2015 

Openlng  AddHhms 

Transfera 

Depredatlon 

Impdrmant 

Totd 

Land 

balanea 

2582  011 

loss 

2  562011 

Bulldlngs 

34654  291 

276404 

-- 

(1  438  885) 

(548983) 

32  942827 

Infrastaicture 

86554980 

329149 

25  436473 

(1  857  189) 

- 

90  463413 

Other  property,  plarrt  and 

6937  298 

1806345 

- 

(1  322  610) 

(154  190) 

7  266843 

equlpment 

Assets  under  construcdon 

33151  517 

18769  990 

(25  436  473) 

-* 

26485034 

143  860  097 

21 181  BB8 

■ 

(4  618  684) 

(703  173) 

159  720128 

Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financiaf  Statements  fbr  the  year  ended  30  June  2015 

Notes  to  the  Annual  Financial  Statements 

Rgures  in  Rand  _ 


I 


t 

» 

E3 

«  O 

a 

E 


o 

% 

o 

e 

I 

5s! 

£  g  E 

6| 

°  I 


e 

€ 

i 


ft-OQOS 

t-  o>  a  55  r- 

OOJ  ffiCVI  II) 

W  ’M'  ^  t 
CD  1Q  ID  eo  to 
25  to  io  »  t- 


■o 

CNJ 


00 

o  gj 
h-  co 
o>  cq 

&ss 


m  co  < 
o  m 

cO  if> 

ss 

S5 


m 

co 

s 

CD 

q> 

IO 


1  ■■ 


0 

s 


M 

CO 

CO 

■  nf  N 

si 

S i 

CM 

CSI  g 

5  s 

CO  Tt 
Csl 

rWWCOO 

t-  co  co  co  o> 
o  r-  o>  iv  <0 

CM  CD 
CD  U? 

0(90 

O-o 


io  so 

NOt-^N 
CM  CM  CO 


CM 

i 

t 

0 

E 

a 


3 

s 

c 

1 

¥ 

0 


*■  £ 
c  ■ 

I  I 

5 

i  5 

I 

6  i 

S  Ɓ 

g 

.  s 

m  K 


c 

0 

£ 

g. 

'3 

’  w  C 

0  o 


0  ... 

S§ 

|f| 

fil* 


n 


n 


in  i 


I  co 

!  5? 


5  S  ^ 

co  eo  in 

<o  'f  CM 


P  5 


;  CO 

V  M  U}  0)  ^ 

5  £  g  'r-  a>  cd 

3iS“K$? 
I 5 §358 

C 


M 


E 

CL 

■ 

c 

i 

£ 

■s 

o 

1 

o 


tf» 

ll 

ll 


I 

1  8 


8 


£ 

O 


■3 


e 


s 

i2 


o 

3 


:B 

I  <0 

r-  05 

ONIO 


l=l 

!Z  5 

3 

o  1  * 
c  *  g 


0  o  (N  CD 
^  OS  0»  CD 
<D  O)  v- 

§a>  a> 
o  h- 

O  <£> 

q> 

cd  cn  m 


|i 

ll 

P'p 

•  i 

fl  « 


vu  n  w 

®1| 

c  o| 

es  S 

(Dtj  t 


O 


Mthonjanenl  Local  Municipality 

(iRefll8trafeon  number  KZ  285) 

Annual  Financial  Statemerrts  fbr  the  yearended  30  June  2015 

Notes  to  the  Annual  Financial  Statements 

Figures  In  Rand  2015  2014 


5.  Property,  plant  and  equlpment  (eontlnued) 

A  register  containing  ths  information  tequired  by  section  63  of  the  Munidpal  Finance  Management  Act  is  available  fbr 
bspecfion  at  the  registered  office  of  the  munidpality. 

6.  Intangible  aeeets 


2015 

2014 

Cost/ 

Valuatlon 

Accumulated  Carrylng  value 
amortfsatlon 
and 

aceumutated 

Impalrment 

Cost/ 

Valuation 

Accumulated  Canrylng  value 
amortisatfon 
and 

accumulated 

impairment 

Computersoftwsre,  other 

211  544 

(86  227) 

125  317 

211544 

(52  399) 

159145 

Reconclflatlon  of  Intanglbb  asseta  -  2015 

Computer  software,  other 

Openlng 

balance 

159  145 

Amortlsatlon 

(33  828) 

Total 

125317 

Reoonelllatlon  of  intanglble  asaeb  -  2014 

Computer  software,  other 

Opening 

balance 

40754 

Additiona 

139610 

Amortisation 

(21  219) 

Total 

159145 

7.  Herftaga  assets 

2015 

2014 

Cost/ 

Valuatlon 

Accumubted  Carryfng  value 
Impairment 

Cost/ 

Valuation 

Accumulated  Carrylng  value 
Impalrment 
iosses 

Historical  monuments 

569 

- 

589 

589 

* 

569 

Reconclllatlon  of  herttage  assets  2015 


Historical  monuments 


Openlng  Total 
balance 

589  589 


Reconctllation  of  herftage  aasets  2014 


Historical  monuments 


Openlng  Total 
balance 

589  569 


8.  Employee  beneflt  obllgatlons 
Definod  banafttplan 

The  actuarial  valuation  determined  that  the  reOrement  plan  was  in  a  sound  flnandal  position,  however  that  it  was  recammended 
thetthe  contribution  should  be  increased.  This  recommendatton  Is  presently  being  implemented. 

The  plan  Is  a  post  empbyment  medfcal  benefit  pian. 
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Mthonjaneni  Local  Municipality 

('Registraton  number  KZ  285} 

Annual  Financial  Statements  for  the  year  ended  30  June  2015 


Notes  to  the  Annual  Financial  Statements 


Figures  irt  Rand 

2016 

2014 

B.  Employee  benefit  obligations  (conb'nued) 

Changes  in  the  present  value  of  the  deflned  benefit  obllgatlon  are  as  follows: 

Opening  balance 

1  439  000 

1  507  000 

Net  expense  recognised  in  the  statement  offinancial  performance 

1  124  000 

(68  000) 

2  563  000 

1  439  000 

Net  expense  recognised  in  the  statement  of  flnandai  perfomnance 

Current  service  cost 

31  000 

91  000 

Interestcost 

127  000 

121  000 

Actuarial  (galns)  losses 

1  014  000 

(236  000) 

Benefits  Paid 

(48000) 

(44  000) 

1  124  000 

(68  000) 

Calculetfon  of  actuarial  gains  and  lossas 

Actuarial  (gains)  losses  -  Obligation 

1  124  000 

(68  000) 

Key  asaumptlona  used 

Assumptions  used  at  the  reporting  date: 

Discount  rates  Yield  Curve 

% 

9,00% 

CPI  (Consumer  Price  Inflation)  Nominal-Yield  Curve 

% 

7,00% 

Medical  Ald  Contribution  Inflatlon  CPi+1% 

-% 

8,00% 

Net  Effective  Discount  Rate  Yield  Curve  Based 

1,00% 

9.  Inventoriee 

ConsumaWe  stores 

180  833 

151 191 

Maintenance  materials 

300321 

469  423 

481  154 

620  614 

1 0.  Recefvables  from  non-exchange  transactlons 

Fines 

11  348774 

4790  703 

Rates  and  other  T axes 

4  141  262 

3286486 

15  480  036 

8  077  169 
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Mthonjanenl  Local  Municlpallty 

(Registratbn  number  KZ  285) 

Annual  flnandal  Statements  fiorthe  yearended  30  June  2015 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2015 

2014 

1 0.  Recelvablea  firom  non-exchange  transactions  (contlnued) 

Reconcillation  of  receivables  frorn  non-exchange  transedions  (Rates): 

Gross  Balance 

4  415  923 

3  492  203 

AHowance  fbr  Impaimrrent 

(274660) 

(205717) 

Net  Balance 

4  141  263 

3286  486 

Rates:  Agelng 

Current(0-30  days) 

1676 

990 

31-60  days 

261  610 

240  596 

61-90  days 

164926 

120496 

91-120  days 

151  215 

108741 

121-365  days 

3  836  596 

3  023378 

Provision  for  bad  debts 

(274660) 

(205717) 

4 141  263 

3286486 

Reconclllatlon  of  Alknvance  for  ImpaiimenA  (Rates) 

Balance  at  beginnlng  of  the  year 

(205717) 

- 

Contribution  to  allowance 

(68  943) 

(205  717) 

(274  660) 

(205717) 

Raconclllation  of  racelvables  from  non-exchange  transactlons  (Traffle  Flnes) 

Gross  Balance 

35464  921 

21  549  721 

Allowance  for  impairments 

(24116147) 

(16759  018) 

Net  Balance 

11  348  774 

4  790  703 

Recondllstlon  of  ailowance  for  debt  impelrment  (Trafflc  fines) 

Trafflc  flnes 

Opening  Balance 

(16  759  018) 

- 

Contribution  During  the  year 

(7  357.128). 

(16  759  018) 

.  (24 116 146) 

(16759  018) 

The.  munidpality  has  one  traffic  fine  billing  system.  TMT  le  the  outsourced  eenrice  provicfer  frhich  is  reeporalble  fbr  the  systam 
ueed  tolssueflnesfbr&peed  trafflcoffenders.  The  munldpality  has  two  types  of  fkies :  spotfinesand  summonses.  BothTMT 
andthe  munidpalrtyvrork  closely  with  the  Magistrites  courtto  ensurathe  accurate  recqrding  of  the  status  cffines  ( induding 
the  statuses  of  aummons,  appeals,  fine  withdwan  etc).  Monies  collected  by  the  Magistrate  are  transfiBned  to  the  munidpality's 
bank  account. 

11.  VAT  recetvable 


VAT 

239758 

793013 

12.  Consumer  debtors 

Groas  balances 

Electricity 

Refuse 

Other  Debtore 

2  558  325 
536056 
696726 

2  452613 
432754 

3  791 109 

2  885367 
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Mthonjaneni  Local  Municipaiity 

(Registratton  number  KZ  285) 

Annual  Financial  Statements  fbr  the  year  ended  30  June  201 5 

Notes  to  the  Annual  Financial  Statements 


Figures  In  Rand 

2015 

2014 

1 2.  Consumer  debtors  (continued) 

Less:  Allowanoe  forlmpalrmenf 

Electricity 

(40  095) 

(38  149) 

Refiuse 

(39  966) 

(11  247) 

(80  061) 

(49  396) 

Net  balance 

ElectricJty 

2  518  230 

2  414464 

Refuse 

496  090 

421  507 

Other  Debtors 

696728 

* 

3  711048 

2  635  971 

Included  1n  above  Is  recelvables  from  exchange  transactlone 

Electriclty 

2  518  230 

2  414  464 

Refuse 

496  090 

421  507 

Other  Debtors 

696  728 

- 

3  711  048 

2  835971 

Net  balance 

3  711  048 

2  835  971 

Electrlcity 

Currertt{0  -30days) 

1  698787 

1  766117 

31  -  60  days 

20  120 

27  335 

61  -  90  days 

18420 

15281 

91  -  120days 

17344 

17  012 

121  -365days 

763  559 

588  719 

2  518  230 

2  414464 

Refuse 

Cunent  (0  -30  days) 

139  921 

147  682 

31  -  60  days 

22  995 

14  815 

61  -  90  days 

19713 

10442 

91  - 120  days 

14  009 

9901 

12l-365days 

299  452 

238667 

496  090 

421  507 

Other  Debtors 

Current  (0  -30  days) 

696  728 

*■ 

44 


Mthonjaneni  Local  Municipallty 

(RegistrHtion  niimber  KZ  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2015 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2015 

2014 

1 2.  Coneumer  debtors  (continued) 

Total  Ageing 

Current  (0  -30  days) 

2  506  758 

1  913799 

31  -  60  days 

46  284 

42150 

61  -  90  deys 

40053 

25723 

91  - 120  days 

32  842 

26913 

121  -365  days 

1  186  072 

827366 

Less:  Allowance  fbr  impairment 

3  791  109 
(80  061) 

2  835971 

3  711  048 

2  835  971 

Lsse:  Aliowanoe  for  impalrment 

Current  (0  -30  days) 

(18  614) 

(32  068) 

31-60  days 

(2  168) 

(831) 

61  -  90  days 

(1  920) 

(523) 

91  -  120days 

(1  589) 

(535) 

121  -365  days 

(55  770) 

(15419) 

(80  061) 

(49  396) 

Reconclllation  of  allowance  for  Impalrmant 

Balance  at  beginning  of  the  year 

(49  396) 

(72675) 

Contributions  to  allowance 

(30  665) 

Reversal  of  allowanoe 

23279 

(80  061) 

(48  396) 

Summary  of  dabtora  by  consumer  daeslflcatlon 

Consumare 

Current  (0-30  days) 

324015 

1 132321 

31-60  days 

206  341 

193053 

61-90  days 

160  333 

112797 

91-120  days 

143  081 

105567 

121-365  days  . 

4137  506 

3056727 

less :  Allowenoe  for  impalrment 

(371  669) 

(255 113) 

.  4599  607 

4  345352 

Commercial/lndustrlal 

Current  (0^30  days) 

45 

334440 

31-60  days 

16  329 

18277 

61-90  days 

16097 

17350 

91-120  days 

15  637 

16391 

121-365  days 

1  057  146 

614671 

1  105  254 

1  001 129 

National  and  Provincial  Govemmant 

Current  (0-30  days) 

53  576 

121  076 

31-60  days 

64124 

106836 

61-90  days 

28549 

16598 

91-120  days 

25  437 

12  232 

121-365  days 

924262 

498  708 

1 115  948 

755  250 
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Mthonjaneni  Local  Municipality 

vRegistrsftion  number  KZ  285) 

Annual  Finandal  Statements  forthe  year  ended  30  June  2015 

Notes  to  the  Annual  Financial  Statements _ 

Figures  in  Rand  2015_ 2014 


13.  Cash  and  eash  equivalents 

Cash  and  cash  equivalents  consist  of: 


Cash  on  hand 
Bank  balances 
Short-term  Investment 
Investmerrts 


746  746 

5  804  585  3106897 

43453  768  17157  022 

25  870397 


49  259  099  46  137  062 


Cash  and  cash  aquivalents  pledged  as  collateral 

Total  financial  assets  pledged  as  collateral.  An  amount  of  1540000  is  used  as  1  540  000  1  540  000 

guarantee  to  Eskom  in  relation  of  electricity  supply.  The  amount  will  be  payabie  to 
eskom  shoul  the  municipality  fail  to  pay  for  Its  electriclty, 


The  munlclpallty  had  the  followlng  bank  accounts 


Account  number  l  descrlptlon 

Bank  statement  balances 

Cash  book  balances 

30  Jun«  2015 

30  June  2014 

30  June  2013 

30  June  2015 

30  June2014 

30  June  2013 

First  National  Bank  -  Current 
(Maln)- 54960006117 

5  689  772 

3  016628 

4  123  580 

5  794565 

3096  433 

(1057  604) 

Firet  National  Bank  -  Current  - 
62330092470 

10  000 

12  465 

3  000 

10000 

12  465 

3000 

Invsstec  Bank  -  Cali  Account  - 
435097 

16  082  877 

6  033  396 

16  082B77 

6  033  396 

“ 

First  Nationai  Bank  -  Fixed 
Deposit-  71245040076 

1540000 

1  540  000 

1540000 

1  540  000 

1540000 

t  540  000 

Rrst  National  Bank  -  Call  Acount 
-  62051262 

499  556 

500000 

* 

499  558 

500  000 

" 

NedBank-  Fixed  Deposit- 
03/7881 0831 74/00001 0 

25  331  336 

25  870  397 

25  331  336 

25  870  397 

NedBank  -  Flxed  Deposlt  - 
03/7881083174/000011 

* 

9083  626 

*■ 

9  083  626 

Total 

49  153  541 

46  056  512 

5  666  580 

49  258  354 

46  136  317 

485  396 

14.  Unspent  conditional  grants  and  recaipts 
Unspent  condltional  grants  and  receipts  comprises  of: 

Unspent  condttlonal  grants  and  recelpts 

Elecirification  118  359 

COGTA _ j _ _ _ 176  776 

295 135 


Movement  durlng  tha  year 

Additions  durlng  the  year  2i  880  000 

Income  recognition  during  the  year  (21  584  865) 

295135 


The  nature  and  extent  of  govemment  grants  recognised  In  the  annual  financial  statements  and  an  indlcation  of  other  forms  of 
govemment  assistance  from  which  fhe  munlclpality  has  directly  benefited;  and 

Unfulfilled  conditions  and  othercontlngencies  attachlng  to  govemment  asslstance  that  has  been  recognised. 
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Mthonjaneni  Local  Municipality 

(ReglstrafFon  number  KZ  285) 

Annual  Finandal  Statements  for  the  year  ended  30  June  2015 

Notes  to  the  Annual  Financial  Statements 

Flgjres  in  Rand  2015  2014 


15.  PnovlBlone 

Reconcillation  of  pravlelone  -  2015 

Opening  Addltions  Utllieed  Revermd  Total 
Balanee  durlng  the  during  the 

year  year 

4  815810  -  -  (3  432  283)  1183527 

■  345  037  392  008  (262  289)  -  485657 

1  199000  -  1  199000 

~4  961 747  1  591 009  (252  289)  (3  432  283)  2  868184 

Reconclllatlon  of  prgvlslons  -  2014 


Openlng  Addltlons  Tobd 
Balanca 


Envhonmentai  rehdblitatlon 

Provlsion  for  Bonuses 

3449040 

1  166  770 
345  937 

4615810 

345937 

,  . 

3  449  040 

1512707 

4961  747 

Non-current  llabljltfes 

Cunant  liabilities 

2  382  527 
485  657 

4615610 

346937 

2868184 

4  961  747 

16.  Payablea  from  exchange  transactlons 

Trade  payables 

Payments  received  in  advanced 
Retentlon 
Sundry  Credltore 
Accrued  leave  pay 


18.  Revenue 
Service  chargee 

Rental  of  facillfies  and  equlpment 
Llcences  and  permlts 
Otherlncome 

Interest  receivBcl  -  investment 
Property  rates 

Property  rates  -  penaities  imposed 
Govemment  grents  &  subsidies 
Rnes,  Penaities  and  Forfelts 

110  646185  98  189797 


20576  708  19118537 

386402  244721 

2  359  911  2  441829 

4911  115  1  463381 

2901295  4209775 

'7  361  564  6  978531 

678  305  527353 

53  258  865  47  292  108 

.18232020  15  883762 


207  732  608686 

460  801  228063 

1690  664  884393 

689778  641 993 

1709358  1347  337 


Environmental  rehabilitatlon 
Pnovisionfbr  Bonuaes 
Long  Service  Awands 


Mthonjaneni  Local  Municipatity 

(Reglstrafcon  number  KZ  265) 

Annual  Financial  Statementsforthe  yearended  30  June  2015 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2015 

2014 

18.  Revenu*  (contlnued) 

The  amount  included  In  revenue  arising  from  exchanges  of  goods  or  eervlces 

areasfbilows: 

Service  charges 

20  576  706 

19118537 

Rental  of  facillties  and  equipment 

366402 

244  721 

Llcences  and  permits 

2  359  911 

2  441  629 

Other  income  -  (roliup) 

4911 115 

1463  361 

Interest  received  -  investment 

2  901  295 

4  209  775 

31  115431 

27  478  043 

The  amount  Incfuded  In  revenue  arislng  from  non-exchange  transactions  is  as 

foilows: 

Taxatfon  revenue 

Propeity  rates 

7  361  564 

6978531 

Property  rates  -  penalties  imposed 

678  305 

527  353 

Transfer  revsnue 

Govemmentgrants  &  subsidies 

53  256  665 

47  292 106 

Flnes,  Penaltles  anrl  Forfelts 

18  232  020 

15  883  762 

79  530  754 

70  681  754 

19.  Property  ritu 

Rates  recelved 

Resldential 

2  380  631 

2174  955 

Commercial 

2  810  420 

2  703  456 

State 

747  926 

725  967 

Llght  Industries 

1  107  352 

1  069  650 

Fleavy  Industries 

315  233 

304  503 

7  361  564 

6  978631 

Property  rates  -  penalties  imposed 

678  305 

527  353 

8  039  869 

7  505  884 

Valuatlons 

Residentlal 

190  455  700 

193485  900 

Commercial 

167  621  500 

148403300 

State 

112  794  600 

95  484600 

Municlpal 

8  661  900 

9  719600 

Agriculture 

253  893  800 

253  718400 

Other  Properties 

1  119  920  400 

1 126  962  500 

1  853  347  800  1  827  774  500 

Valuations  on  land  and  buildtngs  are  perfbrmed  every  5  years.  The  last  generar  valuatioricame  into  effect  on  1  July  2010. 
Interim  valuations  are  processed  on  an  annual  basis  to  take  into  account  changes  in  indiyidual  property  values  due  to 
alteratlons  and  subdivisions. 

The  new  general  valuation  wili  be  implemented  on  01  July  2015. 
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Mthonjaneni  Locai  Municipality 

(Reglslratlon  numbsrKZ  285) 

Annual  Flnanclal  Statements  for  the  year  ended  30  June  2015 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  2015  2014 


20.  Sarvtca  chargea 

Service  charges  209  661  124  763 

SaleofelecfHclty  19  239  302  17862122 

Refuse  removsl  1  127  745  1  131 632 


Mthonjaneni  Local  Municipality 

(Registralion  number  KZ  285) 

Annual  Financial  Statements  fbr  the  year  ended  30  June  201 5 


Notes  to  the  Annual  Financiai  Statements 


Figures  in  Rand 

2015 

2014 

21.  Govemment  grants  and  subsfdlea 

Operatlng  grants 

Equitable  share 

31  674  000 

17  035  000 

EPWP 

2  375  000 

1  139247 

Government  grant  (operating)  2 

■- 

28  999 

FMG 

1  600  000 

1  650  000 

MSfG 

934000 

890000 

Govemment  grant  (operatfng)  5 

- 

69  656 

Llbrary 

535  000 

634  000 

COGTA 

323224 

- 

Cybder  caddet 

126  000 

- 

37  767  224 

21  446902 

Capital  grants 

MIG 

12  610  000 

16522  324 

Electriflcation 

2  861  641 

5  263  099 

Small  Town  Rehabilitatlon 

* 

1  884  920 

Ndundulu  Stalls 

- 

2174663 

15  491  641 

25  645206 

53  253  865 

47  292108 

Condltlonal  and  Uncondttlonai 

Induded  in  above  are  the  fbllowing  grantsand  subsidies  recelved: 

Conditional  grarits  received 

2l  584  855 

3025710B 

linconditional  grants  neceived 

31  674  000 

17  035  000 

53  258  865 

47  292 108 

MIG 

Balance  unspent  at  beginning  of  year 

- 

4  035  324 

Current-year  receipts 

12  610000 

12  467  000 

Condfflons  met  -  transferred  to  revenue 

(12  610  000) 

(16522  324) 

- 

* 

INEG 

Balanoe  unspent  at  beginning  of  year 

- 

5  263099 

Current-year  raceipts 

3  000  000 

Conditions  met  -  transferred  to  ravenue 

(2  881  641) 

(5263099) 

118  359 

- 

Llbrary 

Current-year  receipts 

661  000 

634000 

Conditions  met  -  transferrad  to  revenue 

(661  000) 

(634  000) 

- 

- 

EPWP 

Balance  unspent  at  beginning  of  year 

- 

139247 

Currant-year  receipts 

2  375  000 

1  000  000 

Conditions  met  -  transfarred  to  revenue 

(2  375  000) 

(1  139  247) 
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(Registration  number  KZ  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2015 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2015 

2014 

21 .  Gowmment  grants  and  subsldlw  (contlnusd) 

MSIG 

Cument-year  receipte 

934  000 

890000 

Conditlons  met  -  transferred  to  rsvenue 

(934  000) 

(890000) 

- 

- 

FMG 

Current-year  receipts 

1  800  000 

1  650000 

Cortditions  met  -  transferrsd  to  revenue 

(1  800  000) 

(1  650  000) 

- 

r 

COGTA 

Current-year  reoeipts 

500  000 

Conditlons  met  -  transferred  to  revenue 

(323224) 

- 

176  776 

- 

22.  Other  inoome 

Sundry  Income 

4383  469 

916501 

Building  Plan  Fees 

16  590 

11963 

Cemetry  Fees 

41  939 

8795 

Buslness  Licenees 

2  000 

2105 

Subdivfelons 

- 

8683 

Swimmlng  Pooi 

8  838 

6477 

Rates  Ciearance  CertHicate 

2  409 

2920 

Hoardings 

421  756 

38737 

Photocopying 

28101 

31938 

Valuatlon  Certificates 

279 

354 

Tourism  &  Infoimation 

600 

Insurance  Claim 

7  736 

- 

Fair  Value  Adjusment  Blological  Assets 

+ 

434108 

4911 115 

1463  381 

51 


Mthonjaneni  Local  Municipality 

(Registralion  number  KZ  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2015 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2015 

2014 

23.  General  expenses 

Advertising 

273882 

238746 

Aucfltors  remuneration 

1  487  696 

1  274  703 

Bank  chaiges 

162120 

143416 

Cleaning 

263064 

267  760 

Pauper  BuriaJ 

302500 

149215 

Consulting  and  professional  fees 

210  197 

116573 

Consumables 

293  504 

190  367 

Contributions  to  bad  debt  provislon 

9392  931 

18  996  507 

FoodforWaste 

876  182 

473385 

Job  Evaluation 

10  000 

-• 

Campaings  and  Awareness 

- 

40023 

Insurance 

351  403 

198282 

Cultural/Sports  activities 

287  206 

251383 

Conferances  and  seminars 

488108 

3BB616 

Consultlng  (Assets  Unbundling) 

175  000 

* 

tnformal  traders 

8136 

100 

Uthungulu  Water 

92105 

- 

indlgent  Register 

129000 

• 

Perfomance  Management  Support 

60  000 

- 

Indigent  Support 

80  000 

28553 

Spedal  Programmes 

63  972 

Fuel  and  oil 

535  816 

504365 

Printing  and  statlonery 

378  379 

300  580 

Protective  clothing 

251  377 

208  066 

LED  Prajects 

88  528 

18580 

Grants  in  ald 

40000 

39  900 

Sacurity  (Guarding  of  municipal  praperty) 

1  237810 

978  052 

General  Valuation  Roll 

777  930 

- 

Staffwelfare 

34  848 

89766 

Subscriptions  and  membership  fees 

656  304 

571  977 

Telephone  and  fax 

662227 

623  275 

Transport  and  freight 

149  971 

189  969 

Subsistance  and  travelling 

324  006 

236380 

Grants  Expenditure 

5  184  765 

5118427 

Refuse 

397  815 

541  350 

Staff  development 

155  346 

51255 

MinorAssets 

984282 

758639 

Youth  activities 

- 

132  809 

Tourism  development 

90  000 

38622 

Contract  labour 

'  - 

1  342  267 

Bursaries 

76  000 

80  000 

□isaster  Maiiagement 

121  188 

141  192 

Inspection  fees 

1  415 

3152 

Ward  Committees 

399  920 

379052 

Pubiic  participation 

142  786 

370378 

Ward  projects 

50000 

44  880 

Workmens  compensation 

165  010 

103  341 

OPS  Room 

199  846 

* 

Other  expenses 

152  304 

235  634 

28  274  579 

35  859  537 
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(Reglstralion  number  KZ  285) ' 

Annual  Flnanclal  Statements  for  the  year  ended  30  June  2015 


Notes  to  the  Annual  Financial  Statements 


Flgures  in  Rand 

2015 

2014 

24.  Employee  related  coste 

Basfc 

14443  377 

11891988 

Bonus 

139  721 

* 

Medlcal  aid  -  company  contributions 

979  633 

694552 

UIF 

150  834 

128166 

SDL 

211  299 

176361 

Allowances 

512  335 

396509 

Overtlme 

1  016  740 

846249 

Defined  contributlon  plans 

1  794  474 

1  569309 

Travel,  motorcar,  accommodation,  subslstence  and  other  allowances 

628  975 

597  360 

Long-service  awante 

36  608 

59  799 

Houslng  benefite  and  allowances 

46  600 

’i 

19  960  796 

16  362293 

Remuneratlon  of  municipal  managar 

Annual  Remuneration 

783  996 

723923 

Car  Allowance 

167  710 

162000 

Peribrmance  Bonuses 

75679 

.  * 

Contributfons  to  UIF,  Medlcal  and  Pension  Funds 

11  619 

10360 

1  039  204 

896  303 

Remuneratlon  of  chlef  flnanca  offloer 

Annual  Remuneration 

675  994 

622  501 

CarAllowance 

174  629 

165000 

Perfbrmance  Bonuees 

92  509 

_ 

Contributions  to  UIF,  Medlcal  and  Pension  Funds 

11  069 

9437 

954  201 

796938 

Remuneration  of  Technical  directnre 

Annual  Remuneration 

683  491 

631  593 

CarAllowance 

157  505 

156000 

Performance  Bonuses 

84100 

Contributlons  to  UIF,  Medical  and  Penalon  Funds 

10  802 

9346 

935  898 

796941 

Remuneratlon  of  corporete  director 

Annual  Remuneratlon 

731  666 

630088 

CarAllowance 

91  000 

157505 

Contributlonsto  UIF,  Medlcal  and  Penalon  Funds 

9  282 

9345 

831  948 

796938 

25.  Rsmuneratlon  of  coundllors 

Executlve  Major 

364  690 

328295 

Deputy  Emcutive  Mayor 

294  300 

278  778 

Mayoral  CommHtee  Members 

540  557 

486496 

Speaker 

294025 

278778 

Councillors 

1204  395 

1  185344 

Counclllors’  penslon  contribution 

245  542 

285503 

2  943  509 

2  843194 
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(Registralion  number  KZ  265) 

Annual  Financlal  Statements  fbr  the  year  ended  30  June  201 5 

Notes  to  the  Annual  Financial  Statements 

Flgures  In  Rand   2015_ 2014 


25.  Remuneratlon  of  councillors  (continued) 
in-kind  benefits 

The  Mayor,  Deputy  Mayor,  Speaker  and  Mayoral  Commlttee  Membere  are  part-tlme.  They  are  provlded  wilh  an  office  and 
secretarial  support  at  oost  of  the  Council. 

The  Mayor  and  the  Speaker  each  have  the  use  of  the  Council  owned  vehicles  fbr  official  use. 

The  Mayorand  the  Speaker  each  have  twc  full-time  bodyguards. 

26.  Permlts  and  Llcences 


Licences 

Registration 

Vehicles 

i  ioi  nro 
202  526 
55  510 

2154297 
206  142 
81  190 

2  359  911 

2  441  629 

27.  Rentai  of  Fadllties  and  Equipmenta 

Ranks  and  Stall  Fees 

1 1B3 

10  698 

Commonage 

151 163 

150748 

HireofHalls 

46  046 

53  993 

Lease  of  Towniands 

134269 

- 

Staff  Houslng 

31  741 

29  282 

366  402 

244721 

26.  Investment  revenue 

Interest  revenue 

Interest  on  Investmerrts 

2  901  296 

4  209  775 

29.  Depreelation  and  amortisation 

Property,  piant  and  equipment 

4  010  004 

3010  767 

Invesment  Property 

40629 

40  829 

Intangible  assets 

33628 

21  219 

4693  341 

3  072  835 

30.  Impalrment  of  asseta 

Impairments 

Property,  plant  and  equipment 

2  409  656 

1  767  654 

31.  Audltors’  remuneraflon 

Fees 

1  467  696 

1  274  703 

32.  Contracted  services 

Law  Enforeement 

2  366269 

4  040  942 
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Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2015 

2014 

33.  Repalre  and  maintanance 

Buiidings 

610456 

547170 

Computers 

33935 

40438 

Equipments 

501  915 

327349 

Roade  and  sidewalks 

306  552 

399903 

Refuse  sites 

367160 

307  782 

Vehldes 

828166 

456091 

Rurai  Grass  CutBng 

97  656 

37160 

2  765  840 

2114893 

34.  Bulk  purchases 

ElectricHy 

18  194  021 

16  687374 

35.  Cash  generatsd  frem  opsratlons 

Surplus 

25  276  923 

11  967  350 

Adjustments  for: 

Depnecistion  and  amortisatior 

4693  341 

3  072835 

Loss  on  sale  of  assets  and  Eiabilities 

- 

(43396) 

impalrment  deflclt 

2  409  656 

1767654 

Movaments  in  retirement  beneflt  assets  end  liebHities 

267  000 

(68000) 

Movements  In  prevtsions 

(2  093563) 

17194  777 

Contribution  to  long  service  awards  oblgation 

- 

52  000 

Fair  value  adjustments 

- 

(434 108) 

Chenges  In  woridng  capital: 

Invsntories 

139  460 

(212208) 

Consumer  debtors 

(875  077) 

(310381) 

Other  reoelvablee  from  non-exchange  traneacUons 

(7412  847) 

(12  630774) 

Payabies  from  exchange  transactions 

1  047  861 

(135115) 

VAT 

553255 

- 

Unspent  conditional  grants  and  receipts 

295135 

(13  526453) 

Consumer  depostts 

2  716 

- 

provisiors 

- 

2134680 

24303  860 

8828841 
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Annual  Financial  Statements  forthe  year  ended  30  June  2015 

Notes  to  the  Annual  Financiai  Statements 


FiguresinRand  2015  2014 


36.  Commltments 

Authorieed  eapital  axpenditure 

Already  contracted  for  but  not  provlded  for 

•  Property,  plantand  equipment  1  811850  684  393 


Total  capifal  commltments 

Atready  contracted  for  but  not  provided  for  .1811  850  884  393 


other 

Total  commltments 
Total  commltmente 

Authorised  capital  expenditure  1  81 1  850  884  393 


Operating  leaees  -  ae  lessee  (expense) 

Minimum  lease  payments  dua 

-  within  one  year  31  674  47  51 1 

-  in  second  to  fifth  year  incluslve  -  31  874 

31 674  79  185 


Operating  lease  payments  repressnt  rentals  payable  by  the  municipality  in  respect  of  switch  boards  line.  No  contingent  rent  is 
payable. 

Operatlng  leases  -  as  lessor  (Income) 

Minimum  laasa  paymants  due 
-withinoneyear 

-  in  second  to  fiflh  year  inclusfve 

-  iater  than  five  yeare 

1166667  1  306  667 


140  000  140  000 

560  000  560  000 

466  667  606  667 


Certain  commonage  and  vacant  land  is  held  to  generate  rental  income.  Lease  agneements  are  non-cancellable  and  there  are 
no  contingent  rents  recelvable. 
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37.  Relatad  partiea 

The  following  councillore  and  key  management  owes  the  municipality  in  respect  of  the.traffic  fines  as  at  30  June  201 5. 

Related  party  balancee 


R.P  Mngunl 

:  Mmldpal  Manager 

9000 

7  950 

G.B  Buthelezi 

:  Dlrector  Corporete 

m 

100 

M.N  Ndiangamandla 

:Mayor 

4  950 

3250 

G.V.P  Gumede 

:  Deputy  Mayor 

- 

aoo 

N.A  Jiyane 

:  Speaker 

2900 

2650 

N.E  Mgenge 

:  Coundllor 

- 

1800 

H.K  Zungu 

:  Coundllor 

4  700 

2  700 

E.M  Maslkane 

:  Coundllor 

200 

200 

P.E  Ntombela 

:  Councillor 

1  250 

2150 

M.SZulu 

:  Counclllor 

- 

150 

S.B.K  Biyela 

:  Coundllor 

- 

2  300 

B.M  Ndwandwe 

:  Coundllor 

250 

- 

38.  Risk  managament 
Financial  rlsk  management 

The  municipalH/s  activities  expose  itto  a  variety  of  finandai  risks:  market  risk  (jnduding  currency  risk,  fair  value  interest  rale 
risk.  cash  flow  Interest  rate  risk  and  price  riak),  credlt  risk  and  liquidity  risk. 

The  munldpallt/s  overall  risk  management  piogiam  focuees  on  the  unpredictabfllly  of  ffnandal  markats  and  seeks  to  mlnimise 
potential  adversa  effocts  on  the  munldpallt/s  flnandal  performanoe.  Risk  management  Is  carried  out  by  a  central  treasury 
departmant  (errtity  treasury}  under  poiides  approved  by  the  accounting  officer.  Munietpallly  treasury  IdentHies,  evaluates  and 
hedges  flnanclal  risks  in  dose  co-operation  wlth  the  municipalit/s  operating  unHs.  Th'e  aocounting  officer  provides  written 
prlnclplesforoveraH  risk  managemerrt. 

Uquidityrisk 

Tha  munldpallty’s  rlskto  Hqufdtty  is  a  result  of  the  flinds  avallabla  to  cover  futore  commltments.  The  munlcipalHy  mapages 
Itquidity  ri  sk  thraugh  an  ongolng  revtew  of  fiiture  commltments  and  credit  fadWps. 

Cash  flowforecasts  are  prepared  and  adequate  utlliaed  borrowlng  fadlities  are  monKored. 

Financiai  liabilities  eixposad  to  cradit  risk  at  year  end  are  as  follows. 

Financlal  Uabllltles 

Trade  and  other  payables  ftom  axchange  transactiona _ _ _ 4615  35B  3  710472 
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Flguies  In  Rand  2015_ 2014 


38.  Rlskmanagement(continued) 

Credit  Hak 

Credlt  risk  consists  mainly  of  cash  deposits,  cash  equivalents,  trade  debtors.  The  munidpality  only  deposits  cash  wlth  major 
banks  with  high  quality  credlt  standfng  and  limits  exposure  to  any  one  counter-party. 

Trade  receivables  comprise  a  widespread  customer  base.  Management  evaluated  credlt  rlsk  relatlng  to  customers  on  an 
ongoing  basis. 

Financial  assets  exposed  to  credit  risk  at  year  end  were  as  follows: 

Flnanclal  tnstrumsnt 
Investments 

Cash  and  cash  Equrvalent 
Trade  and  otherReceivables 

Maricst  risk 

Interest  rate  risk 

As  the  munlclpailty  has  no  significant  interest-beaiing  assets,  the  municipality’s  income  and  operating  cash  flows  are 
substantlally  indepertdent  of  changes  in  market  Interest  rates. 

39.  Golng  concem 

The  annual  financial  statements  have  been  prepared  on  the  basis  of  accounting  policles  applicable  to  a  going  ooncem.  This 
basis  presumes  that  funds  will  bs  available  to  finance  foture  operations  and  that  the  realisation  of  assets  and  settlement  of 
liabilities,  oontingent  obligations  and  commitments  wfll  occur  in  the  ordinary  oourse  of  business. 

The  ability  of  the  municipality  to  continue  as  a  going  concem  is  dependent  on  a  number  of  factors  which  includes  amongs  other 
the  following: 

(a)  The  accountlng  officer  continue  to  procure  funding  for  the  ongolng  operations  for  ths  municipality. 

(b)  The  Municipality  have  not  loss  any  of  key  customers  or  principal  suppliers. 

(c)  The  municipality  does  not  expsrience  labour  difficuhies. 

(d)  The  munlclpallty  does  not  have  shortage  of  important  suppliers. 

(e)  Financial  indicators(ratio8),  financlal  results.bank  account  balance  and  net  asset  are  all  positive. 

40.  Unauthortsed  expenditure 


2015  2014 

25  870  397 
49  259099  20  266  665 
19136  852  10  913  160 


Opening  Balanoe 

Add:  Current  year 

19  564  161 

19  564161 

19  564161 

18  564161 

41 .  Fmttless  and  wasteful  expenditura 

Opening  Balance 
add:  Current  Year 

827 
12  258 

627 

13  085 

827 

42.  Irreguiar  expendlture 

Opening  balance 

Add:  Inegular  Expenditure  -  current  year 

34  843192 

9  023  826 

34843192 

43  867  018 

34  843  192 

58 


MtjionjanenE  Local  Munkclpality 

(Reglstrabon  number  KZ  285) 

Annual  Financial  Statements  fbr  the  year  ended  30  June  2015 

Notes  to  the  Annual  Financial  Statements 

Flgures  in  Rand _  _ _ 2015  2014 


42.  Irregularexpenditure  (contlnued) 

Analysls  of  expendtture  awaiting  oondonatlon  per  age  classification 

Current  year  9  023  826  34  843 192 

Piioryears  34  8431% 

43  867  018  34  843  192 


Detalis  of  Irregular  expendlture  -  current  year 

A  Bid  Adjudication  Committee  shoiid  consist  of 
at  laast  four  senior  managers,  the  munidpality 
had  only  three  as  a  result  all  expendituies 
incurred  through  competititive  bidding  process 
become  Irregular. 


Dieeiplinaiy  eteps  taken 
Notnecessary 


34  843192 


43.  Additional  disclosure  ln  terms  of  Hunicipal  Rnance  Management  Act 
Contrlbudons  to  organissd  local  govsrnmsnt 


Current  year  subscripUon  /  fee 

271  036 

256151 

Amount  paid  -  current  yoar 

(271  036) 

(256151) 

- 

- 

Matariai  Distributlon  losses 

Units  lost  (  Kilowats) 

1643  877  1  562  888 

Unlts  lost  (Selilng  Prtce) 

1857  582  1  270  628 

Units  lost  (  Purchase  Price) 

1  637302 

693 141 

Units  lost  ( Percentege) 

8.99%  8.39% 

Audhfees 

Opening  balanca 

* 

45433 

Current  year  sifescription  /  fee 

1  057  954 

928766 

Amount  paid  -  current  year 

(1  057  954) 

(928766) 

Amount  pald  -  previous  years 

- 

(45433) 

* 

- 

PAYE  and  UIF 

Current  year  subscription  /  fee 

3  740  329 

3  219  413 

Amount  paid  -  cuirent  year 

(3  740  329) 

(3219413) 

- 

w 

•Penslon  and  Medfeal  AldDeductions 

Currentyear  subscripUon  /  fee 

4  870  319 

4  045191 

Ampurrt  paid  -  current  year 

(4870  319) 

(4  046191) 

M- 

- 
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Figures  In  Rand 

2015 

2014 

43.  Additional  discloaura  in  tarms  of  Munlelpal  Financs  Mansgament  Act  (contlnuad) 

VAT 

VAT  receivable 

239  756 

793  013 

All  VAT  retums  have  been  submrtted  by  the  due  date  throughout  the  year. 

Councillors'  airearconaumer  accounts 

The  following  Counciilors  had  arrear  accounts  outstanding  for  more  than  90  days  at  30  June  2015: 

30  June  2015 

Outstandlng  Outstanding 

Total 

less  than  90  more  than  90 

R 

days  days 

R  R 

Speaker:  Councillor  Jiyane 

aza  16  387 

16710 

30  June  2014 

Outstandlng  Outstandlng 

Total 

iess  than  00  more  than  90 

R 

days  days ' 

R  R 

Speaker :  Coundlor  Jiyane 

326  17  208 

17  534 

Councilor  Maaikane 

81  310 

391 

407  17  518 

17  925 

During  the  yearthe  following  Counclllors’  had  arrear  accounts  outstanding  for  more  than  90  days. 

30  June  2015 

Hlghest 

Aglng 

outstanding 

(In  days) 

amount 

Speaker :  Councillor  Jiyane 

17  208 

180 

Coundllor  Maslkane 

391 

180 

17  599 

360 

30  June  2014 

Highest 

Aglng 

outstanding 

(In  days) 

amount 

Speakar :  Councillor  Jiyane 

17  208 

180 

Councillor  Masikane 

391 

180 

17  599 

360 

Supply  chaln  management  reguiatJons 

In  terms  of  section  36  of  the  Municipaf  Supply  Chaln  Management  Regulations  any  deviation  from  the  Supply  Chain 
Management  Pollcy  needs  to  be  approved/condoned  by  the  City  Manager  and  noted  by  Councii.  The  expenses  Incurred  as 
listed  hereunder  have  been  condoned. 

Incident 

Emergency  7  633  1  102  944 

Impractical  and  imposslble  to  follow  official  SCM  processes  174  561 

182  484  1  102  944 
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Mthonjanen!  Loca!  Munlcipallty 

(RegMtatlon  numbar  KZ  266) 

Annual  Ffnandal  StatsmentB  fbrthe  year  anded  30  June  2015 

Notes  to  the  Annual  Flnancial  Statements 


RflureslnRand  2015  2014 


Hatartel  diffenancaa  between  budget  and  aetual  amounts 

-  Contmctad  Sendcaa: 

The  variance  ɓetween  acbjal  and  bothltwapproved  andlhafinal  budget  of  14%  fbrthecontracted  seivlora  wesduetofire 
eervtoes  whlch  were  pievfcnnfy  oontradad  fbrby  the  muntaipalHy.  These  servteee  were  absorbed  by  tha  murddpallty  durlng  the 
flnancialyear. 

•General  Expenses 

The  posltivB  varianoe  between  ectus]  and  the  final  budget  oM3%(61%ovarapprovedbudflet)1brgeneralexpans86  was 
dua  to  the  sucoaee  of  the  stringent  cost  cutttng  measures  whteh  the  municipaity  embarhed  on  during  the  flnandal  year. 

-  RentalafFadlitfes 

The  rartence  bstwam  actual  end  both  Iha  approved  and  the  final  budfld  of16%  for  rental  of  fedliUm  wae  due  to  the  bctlhat 
some  fadHttes  were  not  udHeed  ae  anfldpated. 

-  Ucencee  end  Permlts 

The  veriance  bblwsenachnl  and  bdh  the  approved  ard  the  firtal  budflet  of  30%  for  llcences  and  parmlts  was  duetothefsct 
thatthe  munidpaity  dld  notissue  asmudiof  llceneeand  pennttBsas  projectod. 


-Rates 

The  varienoe  beiwpon  acbial  and  boththa  approved  and  tha  flnal  budflet  of  21%  fbrrateeweediietotfielaotthatthe 
muntelpellty  dld  not  bttl  es  much  of  rates  as  projected. 

-  Other  Income 

Aposfflve  varianoebetweenactualandtheflnalbudgBt  of 443%  (020%  approvad  budget)  fbrotherlnccmewaedueto 
reductton  of  provision  for  tandfill  site  rehabiKtation  whlch  wbb  not  anttdpated. 

45.  Uraudlted  SupplementarySehadules 

The  supplenwntary  Infbrmetfon  presented  doesnotfbrm  pertof  the  Annuel  Flnendel  Statemsnts  and  fe  unaudttsd. 
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Segmental  Statement  of  Financial  Performance  forthe  year  ended 
PriorYear  CurrentYear 


Actual 

IncoTna 

Rand 

Actual 

Expenditure 

Rand 

Surplus 

/(Deficlt) 

Rand 

Actuai 

Income 

Rand 

Actual 

Expenditure 

Rand 

Surplua 

/(Deficlt) 

Rand 

6  868  564 

MunEclpallty 

(6  868  564)  Executive  &  Coundl/Mayor  and  Council 

7  573  778 

(7  573  778) 

37  781  197 

29239501 

8  541  696  Finance  &  Admin/Finance 

52  720  334 

20  994  618 

31  725  716 

- 

-  Planning  and  Development/Economic 

- 

- 

- 

Development/Plan 
-  Health/Clinics 

* 

■w 

34  060 

8  567  833 

(6  563  773)Comm.  &  Sodal/Libraries  and  archivss 

30  101 

6  774  022 

(9  743  921) 

■ 

-  Housing 

- 

- 

- 

18  272  774 

6  766277 

1 1  506  497  Public  Safety/Police 

20  598  580 

7  344  224 

13  254  356 

- 

- 

-  Sportand  Recreation 

- 

- 

- 

- 

- 

-  Environmental  Protection/Pollution 

- 

- 

• 

1  131  632 

1  808  637 

Control 

(677  005)  Waste  Water  Management/Sewerage 

1  127  745 

1  934  376 

(806  631) 

16  522  324 

631  230 

15  891  094  Road  Transport/Roads 

13  801  531 

13  035198 

766  333 

- 

- 

-  Water/Water  Distribution 

* 

* 

* 

23250  004 

19  574  433 

3  675  571  Electnclty  /Eiectnctty  Diatribution 

21  831  243 

24  223  530 

(2  392  287) 

691  097 

12  316  260 

(11  624  163)  Other/Air  Transport 

- 

- 

97  683  088 

85  801  735 

11  881  353 

110  1  09  534 

84  879  746 

25  229  788 

- 

Munlclpal  Owned  Entlties 

* 

- 

- 

- 

- 

- 

- 

* 

Other  charges 

- 

- 

- 

- 

- 

- 

- 

* 

- 

- 

- 

m 

* 

97  683  088  85  801  735  11  881  353  Municipality 

*  Munlclpal  Ownsd  Entttles 
-  Othercharges 

110 109  534  84  879  746  25  229  786 

"  "  " 

“  *  * 
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Segmental  Statement  of  Financial  Performance  for  the  year  ended 
PriorYear  CurrentYear 


Aetual 

Actual 

Surplus 

Actual 

Actual 

Surplus 

Income 

Expandlture 

/(Deflclt) 

Incoma 

Expandlturs 

/(Deflclt) 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

■* 

- 

* 

* 

- 

- 

- 

. 

* 

- 

- 

* 

- 

- 

r 

- 

• 

- 

- 

* 

97  683  088 

85  801  735 

11  881  353  Total 

110  109  534 

84  879  746 

25  229  788 
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